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EXECUTIVE SUMMARY

Committee Interim Charge Number One:Evaluate the impact of NAFTA on the Texas economy
and determine how different segments of the economy are affected.

Committee Interim Charge Number Two: Determine how NAFTA has affected employment and
identify any employment losses or gains. Assess how the state's workforce programs have responded
to any employment changes and make any necessary recommendations to improve that response.

Committee Interim Charge Number Three: Assess the impact NAFTA is having on the state's
infrastructure, including but not limited to transportation, education, housing, the environment and
health and human services.

Committee Interim Charge Number Four: Develop a statewide strategic response plan to the
effects of NAFTA in Texas which identifies available and needed resources at the local, state and
federallevel and provides a coordinated response.

Lieutenant Governor Bob Bullock created the Senate Interim Committee on the North American Free
Trade Agreement (NAFTA) in August 1997 to study the impact of NAFTA on the State of Texas. The
central purpose of the Committee’s charges from the Lieutenant Governor was to determine if NAFTA
has had an impact on the Texas economy and infrastructure, and if so, what we might do on a state level
to address those affects. The Committee has concluded thatitis nearlyimpossible to separate NAFTA’s
impact on Texas from the general trend of globalization in world trade and production. Consequently,
the Committee applied the charges to the general growth of international trade.

Part | of the report examines structural changes in Texas, both local and statewide. Part Il addresses
the free trade effects on Texas employment. This section also examines the differential effects of trade
growth on the state’s various geographic regions, and in particular the nearly crippling impact on the
border region as opposed to record low unemployment rates in other areas of the dldtdd?agses

the impact of free trade on Texas’ infrastructure, broadly construed as transportation, education,
housing, the environment, and health and human services. drmmi€ee received comitieg

testimony and evidence that argues for reevaluating the state’s strategies in most of these general areas.

Charge IV presented the Contt@e with a particular challenge given the breadth of the task of
developing a statewide strategic response plan. The report addresses the issue of governance of such
aresponse, provides a structure for responding to the infrastructure demands of free trade, and presents
a menu of short term and long term investments.
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Recommendations

Workforce

1.

2.

The 76th Legislature should consider increasing state funding for adult literacy programs.

The 76th Legislature should consider requiring the Texas Workforce Commission to
establish performance measuresto evaluate the number of persons entering employmentand
the number of persons with earning gains after trainingptigh the Trade Adjustment
Assistance and NAFTA/Transitional Adjustment Assistance programs.

The 76th Legislature should consider amending Texas Government Code 8481.152 to
provide that “Smart Jobs” funds should be awarded with consideration given to the relative
unemployment rates in that area in the state.

The 76th Legislature should consider increasing funding for the Apprenticeship Training
Program.

The 76th Legislature should consider requiring local governments to link tax abatements to
the payment of “living wages” defined as an income sufficient to raise a family of four above
the poverty level and provide for shelter, food and other life necessities

The 76th Legislature should consider establishing a Texas State Technical College (TSTC)
in El Paso similar to the facilities at TSTC campuses in Waco, Harlingen and Sweetwater.

Education

Public Education

The 76th Legislature should direct the State Board of Educator Certification to evaluate the
use of incentives to increase the number of certified bilingual and ESL teachers and report
these findings to the 77th Legislature by January 9, 2001.

The 76th Legislature should provide funds out of each annual tobacco settlement payment
to Texas’ existing Instructional Facilities Allotment (IFA) program, in which the state joins
with local district in repaying bond debt.

Higher Education
The 76th Legislature should consider continuing line-item funding for university programs

related to international trade in NAFTA high-growth areas of the state that traditionally
have been underfunded.

Transportation

10.

The 76th Legislature should consider appropriating funds for the FY99-2000 biennium to
the Texas Department of Transportation (TxDOT) for the NAFTA transportation
infrastructure needs of the three border transportation districts (Pharr, Laredo, and El
Paso).

1998 Senate Interim Committee on the North American Free Trade Agreement
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

The 76th Legislature should consider establishing an interagency border transportation
consortium to coordinate institutional planniraind technological improvements at the
Texas-Mexico border, working toward a “seamless border crossing” concept with other
border states.

The 76th Legislature should consider directing the Department of Public Safety to
significantly increase the number of truck safety inspections it conducts at border crossings
and appropriate funds to increase the number of DPS License and Weight troopers and
other personnel needed to conduct the inspections.

The 76th Legislature should consider passing a joint resolution inviting the appropriate
federal agencies to participate in the Texas Border Transportation Consortium.

The 76th Legislature should consider lending its weight to efforts to convince the federal
government to open more Customs Bureau inspection lanes at Texas border crossings and
keep them open 24 hours per day.

The 76th Legislature should consider directing TXDOT to significantly increase its efforts
to employ NATAP and other new technology currently used in California and New Mexico
to expedite truck traffic at border crossings

Congress and the 76th Legislature should consider authorizing the creation of border port
authorities to identify and meet the critical transportation infrastructure needs of the border
region. The portauthoritieh®uld provide the highest glity, most efficient transportation

and port commerce facilities that move people and goods within the region, provide access
to Mexico and the rest of the United States and to the world, and strengthen the economic
competitiveness of the Texas border region.

The 76th Legislature should consider directing TxDOT to assist efforts to establish
Dedicated Commuter Lanes (DCLs) at border crossings to facilitate the transportation of
binational commuters who cross the border for employment purposes.

The 76th Legislature should consider directing TXxDOT to revise its funding formulas to
reflect and address the damage done by NAFTA truck traffic.

The 76th Legislature should consider funding TxDOffigantly to mitigate the traffic
congestionthat has increased since NAFTA in high-impact regions and should provide
funding for air-quality (CMAQ) research.

The 76th Legislature should consider providing funds to TxDOT to purchase and operate
on board safety monitoring and hazardous material incident response systems to provide
information to emergency personnel and other firstresponders concerning hazaritleus sp
that may result from highway or rail accidents.

1998 Senate Interim Committee on the North American Free Trade Agreement
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21.

Rail
22.

23.

24.

25.

26.

27.

The 76th Legislature should consider directing all state agencies to implement a telework
program for their employees.

The 76th Legislature should consider adopting a Texas Rail Policy consistent with Article
10, Section 2 of the Texas Constitution, to ensure that the majority of rail-dependent
shippers in Texas have access to a competitive railroad freight market.

The 76th Legislature should consider giving the Railroad Commission of Texas (TRRC) a
clear mandate to foster competition which:

. requires the agency to use all practical means to increase competition
among rail carriers operating in Texas; and
. directs the agency to represent Texas in all future decisions by the Surface

Transportation Board that will affect rail cost and service in Texas.

The 76th Legislature should consider authorizing the Rural Rail Districts to be local
sponsors of rail projects that increase competition for railroad freight shipments.

The 76th Legislature should consider authorizing either the Rural Rail Districts or the
Railroad Commission of Texas to finance construction of rail facilities by the rural rail
districts through revenue bonds paid either exclusively from rail revenues or subsidized by
a special sinking fund provided by either of:

. a small licensing fee per rail car per terminal arrival or departure that originates
or ends within the State of Texas; or
. end all or part of the exemption from the diesel fuel tax now granted to railroads.

The 76th Legislature should consider requiring railroads that operate totally or partly
within the State of Texas to report on the origin and destination of shipments which originate
or terminate within the state for the purpose of integrating rail freight data into a statewide,
intermodal transportation model.

The 76th Legislature should consider requiring TXDOT to develop an integrated, intermodal
statewide transportation model for the State of Texas, and to develop an integrated,
intermodaltransportation plan for the State, and to present the plan to the 77th Legislature.

Environment

28.

29.

The 76th Legislature should consider directing the Texas Water Development Board to test
the authority granted in SB 1 (75th Regular Session) for Texas to invest in water planning
and water projects outside its borders, specifically in Mexico, by initiating an appropriate
project in order to discover potential impediments to investment in Mexico, and to report the
results to the 77th Legislature

The 76th Legislature should consider authorizing TNRCC to encourage the location of

mitigation projects in Mexico when the project will improve the environment of Texas and
when a project that directly mitigates the original offence is not available. The value of a
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mitigation project under this authorization shall be calculated in U.S. dollars, and shall
have a dollar value equal to or greater than a qualified mitigation project located in Texas.

30. The 76th Legislature should consider authorizing local units of government to enter into
interlocal agreements with local governments in Mexico for projects of mutual benefit.

31. The 76th Legislature should consider continuing its support of interagency, international,
and interstate coordination to give Texas interests a voice in the management of resources
within the Rio Grande Basin. To further this goal, the Legislature should consider the
following steps:

. The 76th Legislature should consider directing the Texas Water Development Board
and the Texas Natural Resources Conservation Commission to coordinate in
developing acomplete water supply model for the Rio Grande. In support of this
recommendation, the Legislature should consider:

. funding an position at the Texas Water Development Board for border and
international water issues and to develop a water supply model for the Rio
Grande including underflow or riparian groundwater; and

. directing TNRCC to develop a water availability model for the Rio Grande
as the agency is doing for all other rivers in the State, and should direct
TNRCC to include the firm yield of groundwater in the model.

32. The 76th Legislature should consider directing the Texas Parks and Wildlife Department to
coordinate with such federal agencies as the Border Patrol, the Immigration and
Naturalization Service and the Drug Enforcement Administrationttgae environmental
damage that occurs as the result of their efforts to interdict illegal immigrants and
contraband along the Rio Grande.

33. The 76th Legislature should consider requiring the Texas Higher Education Coordinating
to Board to fund research on border environmental and natural resource issues from the
Advanced Research and Advanced Technology funds.

34. The 76th Legislature should consider encouraging Texas public colleges and universities
to apply existing research resources to help find new, affordable, solutions to the increasing
scarcity of water and problems with water quality, including increased salinity and fecal
coliform in the Rio Grande.

Health
35. The 76th Legislature should consider increasing funding for preventive health programs
which treat the family as a unit instead of as individual persons.

36. The 76th Legislature should consider encouragingfpotora” services as an integral part

of publicly-funded health insurance programs along the border.
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37.

38.

39.

The 76th Legislature should consider increasing line-item funding for border health
programs until such programs are self-sufficient.

The 76th Legislature should consider creating and funding the El Paso del Norte Border
Health Institute to focus on infectious disease, Hispanic health, and environmental health.

The 76th Legislature should consider increasing the capacity to research, isolate and treat
infectious diseases where facilities currently exist.

Colonias

40.

41.

42.

43.

The 76th Legislature should consider giving the Texas Water Development Board (TWDB)
broad authority to initiate a colonias project where it finds no willing local sponsor or no
local sponsor that has the managerial, financial or technical capacity to build and operate
a system (as defined by the TNRCC’s Managerial, Financial and Technical (MFT)
evaluation), and to take over a project from a sponsor when poor performance jeopardizes
a project. In all cases, the board should take the minimum effective action to bring a
sponsor or operating eity into compliance including requiring the entity tmdergo
training or to take other remedial action, and the board shall adopt rules to limit the period
that the TWDB will have planning or operational responsibility.

The 76th Legislature should consider requiring the Texas Natural Resources Conservation
Commission (TNRCC) and the TWDB to cooperate in determining whether a service
provider has the managerial, financial and technical capacity (MFT) to operate a water
utility, and should give the TWDB the authority to withhold EDAP funds from providers that
fail to meet the criteria of the Managerial, Financial and Technical (MFT) evaluation until
the provider comes into compliance. Additionally, the Legislature should authorize TWDB
to find another entity to operate such systems in order to qualify for EDAP funding.

The 76th Legislature should consider authorizing TNRCC, in consultation with the TWDB,
to prohibit an operator of a water utility thakeceives Economically Distressed Areas
Program (EDAP) funding from using water utility revenues for non-utility purposes, and
should seek an injunction against any such utility operator that refuses to comply.

The 76th Legislature should consider directing TNRCC to expeditiously resolve conflicts
between local service providers over who has the right to serve an area that is eligible foe
EDAP funding, and to give preference to the provider who has the highest rating of
managerial, financialand technical (MFT) capacity, and should further direct TNRCC to
give first priority to resolution of service provider conflicts requested by the TWDB.

Housing

44,

45.

The 76th Legislature should consider expanding funding for the five existing Self-Help
Colonia Centers and additional sites based on evaluation of need by the TDHCA.

The 76th Legislature should consider directing the TDHCA to work with not-for-profit
providers to increase affordable assisted living opportunities.
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46.

47.

48.

49.

50.

51.

52.

The 76th Legislature should consider directing the Texas Department of Health, the Texas
Department on Aging and the Texas Department of Housing & Community Affairs (TDHCA)
to link low-income senior housing and community services.

The 76th Legislature should consider directing the TDHCA to increase the supply of
subsidized housing for the elderly by modification of its programmatic allocation formulas.

The 76th Legislature should consider directing the TDHCA to amend the LIHTC allocation
plan, to provide recognition of lower operating expenses for senior housing by calculating
expenses on a square footage basis rather than a per unit basis.

The 76th Legislature should consider directing the Texas Housing Finance Corporation to
increase the set aside provisions of the Housing Finance Corporation from 5 to 10 percent.
This increase in set aside would be used to provide more funding for low income senior
housing projects that provide support services.

The 76th Legislature should consider directing the TDHCA to find ways of improving the
profitability of serving low-income home buyers in the state’s bond programs.

The 76th Legislature should consider directing the TDHCA to establish an owner-builder
interim construction loan program in partnership with construction supply companies.

The 76th Legislature should consider directing TDHCA to increase the availability of credit
counselingservices for low and moderate income families for the purposes of increasing
home ownership and home ownership retention.

Small Business

53.

54.

55.

56.

57.

The 76th Legislature should consider increasing the funding to the Small Business
Development Centers to retain international trade specialist personnel.

The 76th Legislature should consider creating a capital fund to loan or grant to local
community development corporations.

The 76th Legislature should consider directing TDHCA to assislifging Texas
Communities t@eek designation as an NAFTA impacted community under provisions of the
CAIP program.

The 76th Legislature should consider directing all state small business financing programs
to be amended and/or modified so that they will complement CAIP funding efforts especially
in NAFTA high impact communities along the border.

The 76th Legislature should consider directing the Small Business Development Centers to

initiate and mairain contact with recipients of Small Business Administrataamis in their
areas.
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58. The 76th Legislature should consider establishing and funding foréfiga cepresentation
through Texas Department of Economic Development fellowships.
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Charge I: The Impact of NAFTA on the Texas Economy

What is NAFTA?

The North American Free Trade Agreement (NAFTA), a treaty signed by the governments of Canada,
the United States and Mexico, went into force on January 1, 1994. The purpose of NAFTA, like other
trade agreements, was to promote the flow of goods between the three countries through regular tariff
reductions. The goal of NAFTA is the eventual elimination of tariffs on thousands of products-- from
energy to automobiles. For example, over a 10-year period Mexico will phase out trade and investment
restrictions on autos and trucks. Uponimplementing NAFTA, the United States immediately eliminated
guotas for Mexican textile and apparel products that meet NAFTA rules of origin. Trade in energy is
being liberalized. Numerous nontariff barriers on U.S.-Mexico agricultural trade have been replaced
by tariff-rate quotas, which will be phased out by 2009. Most such reductions in nontariff barriers are
proceeding on schedule.

NAFTA was promoted in the United States for two primary reasons: to boost the American economy
andto create closer ties with our southern neighbor. Since NAFTA was implemented in 1994, America
hasindeed enjoyed the longestinflation-free period of growth in U.S. history. Although this economic
boom isnot due solely to NAFTA, many people argue that NAFTA will permit the Mexican economy

to participate in the United States’ growth. Proponents also argue that Mexico’s continued privatization
will expand trade and translate into job retention and growtlopd®rents also maintained that
NAFTA'’s passage would have noneconomic benefits for the United States as well, such as making
Mexico more stable and more democratic. Four years after the implementation of NAFTA, Texas has
already begun to reap the economic benefits, but the noneconomic benefits are less clear.

In addition to reducing traditional trade barriers, NAFTA obligated member countries to adopt rules
forthe conduct of trade. Nearly all of these "rules of conduct" are nowinforce. They govern areas such
as the protection of direct investment, intellectual property, services trade, and government procurement.
Furthermore, NAFTA includes dispute settlement provisions aimed at resolving conflicts over trade
issues.

Globalization of Trade

A paradox exists in today’s global market: as international trade expands the market reach of individual
countries, the more those countries are likely to form regional trading blocks. The primary motivation
behind the passage of NAFTA was the worldwide trend toward formation of localized trading blocks
that protect the economies of individual countries and regions. The General Agreement on Trade and
Tariffs (GATT) was the sole attempt to counter this trend. GATT created the World Trade
Organization, which oversees and steers the policies and objectives of GATT. In 1993, the Uruguay
Round Agreement expanded GATT dramatically to such areas as trade-related intellectual property,

1 “TC Executive Summary oBEffects of NAFTA,"www.usis.itwreless/wf970714/97071412.htmIhe
ITC, an independent, non-partisan fact-finding federal agency, conducted its NAFTA review at the request of the
Office of the United States Trade Representative.

2 d.
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services, and investment measures. Improvements were also made in the rules governing other key
areas of trade including anti-dumping safeguards, licensing, and customs valuation. Howi3/@4, the
GATT revisions posed a potential threat to state laws governing agriculture, environmental protection,
and transportation because GATT preempts local lawarthdeemed to be inconsistent with the goals

or intent of the agreemehfs a result, Texas will have to continue its careful consideration of federal
preemption authority when drafting new state laws.

Large regional trading blocks began forming in the last decade. The European Union (EU) began
forming trade coalitions at the end of World Wlamand passed the Single European Act in the late
1980s to further reduce the traderters. The result has been the continued integration of the economic
systems of the 15 member countries: Austria, Belgium, Denmark, Finland, France, West Germany,
Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain, Sweden, and Great Britain.

In 1993, the European Union represented the largest trade block in the world. Americans feared that
this trade block would hurtthe U.S. econdmegause 1) the EU would favor their own trading partners'
goodsover America's goods; and 2) the EU was the largest trading partner for the U.S. These fears
prompted the U.S. to join Mexico and Canadain creating NAFTA, aregional trade block with over 360
million consumers.

The continued globalization trend has inspired other NAFTA partners. One example is Mexico’s recent
Economic Partnership, Political Coordination and Cooperation Agreement signed with the European
Unionlast Decembet.This agreement will open Mexican markets currently dominated by American
products to more European products and investment.

Additionally, Mexico and Canada have laid the groundwork for expanding NAFTA by signing an
expanded free trade agreement with Chile at the Summit of the Americas on April 28h2998ll
closely track NAFTA provisions.

Last year the International Trade Commission reported that NAFTA has had a “maitigst popact

on the U.S. economy, but noted that NAFTA’s consequences will not be known for man$ years.
NAFTA’sinfluence in Texas seems to be more pronounced-- and economically favorable. For example,
the Beaumont region’s three public ports have the second-highest level of Mexican imports in the
nation- nearly $2 billion worth of NAFTA-eligible goods in 1997 alérend, about 80 percent of all

% Robert Stumberg, “Balancing Democracy & Trade: The Impact of GATT and NAFTA on State Law,”

Conference on the Impact of Trade Agreements on State/Provincig/Nawamber 10, 1995.

4 “Mexico and the European Union to Start Trade Negotiations,” NAFTA VWWbrésember 1997.

5 1d,

®  “TC Executive Summary oRffects of NAFTA,” www.usis.it/wreless/wf970714/97071412.html.

" “Area ports prosper via NAFTA trade,” Beaumont Enterpriday 10, 1998.
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U.S.-Mexico trade moves through Texas, creating economic growth along major NAFTA arteries, such
as I-10, 1-35, and the proposed 1469.

Not all the effects of NAFTA have been positive, however. Some Texas communities, the border area
in particular, have experienced significant job losses, consistently posting double-digit unemployment
rates. While this report addresses such hardships, they have been so pronounced that the Texas
Comptroller of Public Accounts, John Sharp, has issued a special report- “Bordering the Future”- to
identify and evaluate the troubles seemingly unique to the region. Thisreport applies a similar analysis.

All economies are effected in some way by changes in other countries, whether political, financial, or
social. While Canada and Mexico account for almost half of Texas’ exports, five of our top ten export
markets are in Asia. The current Asian crisis has the potential to re-focus Texas’ economic attention
back to the Western Hemisphere, but so far we have not seen any signs that this is the case.

Changes in Texas since NAFTA

The Committee faced several challenges in measuring NAFTA's impact. The biggest problem in
conducting an empirical assessment is the short time frame during which NAFTA has been in effect.
Trade, expenditure, and output data that are used in assessing economic consequences are not available
in sufficient quantity or frequency to generate an accurate picture.

Nationally, the difference in the size of the NAFTA partners' economies also complicates an analysis.
Because of its size, the United States is less sensitive to shocks to its economy, such as the creation of
multilateral trade agreements like NAFTA.

Finally, the effortto isolate the effects of NAFTA from the effects of other economic occurrences since
the start of NAFTA in January 1994 is difficult. The Committee heard a great deal of testimony
regarding export figures for Texas and the United States. Although Texas as a whole has benefitted
economically from NAFTA, the greatest growth has occurred in the region north of Interstate Highway
10, which has exceeded the growth of the U.S. economy.

The general subject of exports raised the issue of the allotment of export numbers between the states
where the product might originate and the state from which the export process actually starts. According
to the Foreign Trade Division of the Census Bureau, there are two primary methods or series of data
that are used to tabulate state exports. The source for both of these methods is called a Shipper’s Export
Declaration, and accompanies each commodity shipment leaving the United States. Thefirstis called
Origin of Movement (OM), and essentially is based on the zip code of the state in which the
merchadise actually starts its journey to a port of export. The second is Exporter Location (EL), and

is based on the zip code of the actual exporter. For example, “Company A” manufactures widgets in
Michigan, warehouses themin Texas, butis headquartered in Delaware. According to the EL method,
that widget manufactured in Michigan would be “credited” to Delaware. Conversely, under the OM
method, the widget would be “credited” to Texas where it began its export journey.

8  “NAFTA brings Texas most traffic,” El Paso Timeéday 20, 1998 at 7D.
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There is no rule or guideline as to which method should or must be used; it is purely a preference of
eachindividual state. The Texas Department of Economic Development uses the OM method and for
the purposes of this report, we will refer only to data based on the OM method.

Texas' two biggest export markets are still Mexico and Canada in that order, and together account for
nearlyhalf of all Texas’ $84.3 billion exports in 1997. In fact, Texas exports accounted for 43.7
percent of all 1997 U.S. shipments to Mexicbexas 1997 exports to Canada totaled $9.5 billion, a
significant increase of 27 percent over 1996 figdtaad 1997 exports to Mexico hit $31.2 billion, an
increase 0f5.3 percent over 1996 export levEids far as U.S. exports are concerned, they too have
risen steadily since the implementation of NAFTAin 1994. 1996 U.S. exports to Mexico and Canada
totaled $190 billion and comprised one-third of all U.S. expérts.

These figures show a continuing trend for Texas: “It is clear evidence the Texas economy is more
closely integrated with the global economy each year,” stated Bernard Weinstein, Director of the Center
for Economic Development and Research at the University of North ¥eBysall accounts, Texas

and the U.S. as a whole are faring well economically since NAFTA, but NAFTA is not a solely an
economic creature-- italso has human elements, and, some argue, those human elements are suffering
as a result of NAFTA policies. This issue is discussed in Part II.

® R. Michelle, Breyer, “Texas exports blossom by 13.9 percent,” Austin American-Stategmiaa,

1998 at Al, Al3.

10 Jane Seaberry, “Texas exports surge despite Asian woes,” Dallas MorningAyews, 1998.

11 1d.
12 Remarks by San Antonio City Councilman Roger Flores before the Joint hearing of the Senate Interim
Committee on NAFTA and the House Economic Development Committee held in San Antonio, Texas, April 15,
1998.

13 Dr. Weinstein was a frequent witness before the NAFTA Committee hearings held across the state.
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Charge II: The Effect of NAFTA on Texas Employment

Itis difficultif notimpossible to isolate the effects of NAFTA on the state’s workforce from the effects

of globalization, structural changes in production, and production shifting. Likewise, itis difficult to
speak to the effects of globalization on Texas employment as a whole. While there are specific,
documented instances of job loss due to globalization, many job losses are not documented.
Furthermore, any analysis of the effects of NAFTA on employment would necessarily include jobs
created as a result of treaty provisions. While it is generally agreed that 20,000 jobs are created for
every billion dollars of export¥,it is impossible to know how much of export related job growth is
directly linked to increased trade due to NAFTA and how much is linked to general economic and
export growth.

It is apparent that some areas of Texas have record numbers of displaced workers while others are
clearly benefitting from our increased exports and growing economy. The overall unemployment rate
for the State has decreased every year since NAFTA was signed, dropping from 6.4 percentin 1994 to
5.4 percent in 1997. Some areas had extraordinarily low unemployment. For example, the Dallas
Metropolitan Statistical Area (MSA) reached an unemploymentrate of 3.7 percentin 1997. Similarly,
Houston and San Antonio’s achieved 5 percent and 4.1 percent, respéttively.

\

Nonetheless, the Texas-Mexico border has had
increase or no significant change in
unemployment rate and continues to have the hig
unemployment in the State. Many of the
communities have unemployment rates more t
twice the statewide rate. For example, the Lar
MSA had an unemployment rate of 10.5 percent,
El Paso MSA 11.2 percent, the Brownsville-

Harlingen MSA 12.6 percent, and the McAllen-Edinburg-Mission MSA18.2 pefteviaverick,
Presidio and Zavala Counties continue to lead the nation year after year in unemployment rates.

A startling 55.26 percent of
adults over 25 in the 43 county
order area do not have a high
school diploma or equivalent.

The Committee received testimony from various groups directly involved in workforce issues, including
dislocated workers, advocacy groups, training service providers and the Texas Workforce Commission.
This testimony focused on the need to improve education and training, increase wages and attract
businessesin order to increase employment.

Clearly, getting and holding a job depends on one’s education level. The unemployment rate for
workers with less than a high school diploma is 11.5 percent compared to 2.9 percent for college

14 Dr. Khosrow Fatemi, “The Impact of NAFTA on International Trade and Education in Texas,” written

testimony provided to the Senate Interim Committee on NAFTA hearing held in Mission, Texas on January 14, 1998
at 5.

15 Texas Workforce Commission, Labor Market Informatiattn://www.twc.state.tx.ysMetropolitan
Statistical Area Unemployment

1% g
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graduates’ This fact has severe implication in the border area. While 21 percent of adult border
residentfiave at least an associate’s degree, a startling 55.26 percent of adults over 25 in the 43 county
border area do not have a high school diploma or equiv&I&his educational deficit translates into
dismally low wages on the border. According to Comptroller John Sharp’s report, “Bordering the
Future: Challenge and Opportunity In the Texas Border Region,” if the 43 county Texas border region
were the 51st state, it would rank dead last in per capita income. The focus should be on Economic
Developmentincentives that will create high wage jobs.

This Committee has concluded that the main challenge to solving the crisis on the border is education
and training to prepare people for higher skill, higher wage jobs.

TWC Dislocated Worker Programs

Training the Dislocated Worker

The primary obstacle to employment for trade-affected workers is the tremendous gap that exists
between their current qualifications and the qualifications required for new jobs. Not only do the
majority of adults over the age of 25 in the border region not have a high school diploma or equivalent,
but many are functionally illiterate in both English and Spanish. In addition, 80-85 percent of the
dislocated workers do not speak English or have very limited English speaking'&dilayy workers
therefore need substantial remedial education or language instruction. However, there are insufficient
programs that offer integratéshglish as a Second Langug@sL) Programs and vocational training
where workers can improve their language skills while training for a job. As a result, many workers
enter only language instruction courses and therefore exhaust theirincome support benefits before even
entering vocational training. This is problematic because a large percentage of the displaced workers
have families to support, making income support crucial during the training process.

To be sure, trade affected workers in Texas have tesig workplace skills. They know how to get

to work on time, work in teams, follow safety procedures and report to supervisors. They also have
stable employment histories, with five to fifteen years with their previous employer being common.
However, many of the workers were previously employed in what are considered to be low-skill jobs,
in the garment industry for example, and need substantial academic remediation to bring them to the
point where they can enter available vocational retraining.

Texas dislocated workers do not fit neatly into conventional retraining programs. At its EI Paso hearing,
the Committee heard the poignant testimony of displaced workers who had been enrolled in training to
be child care workers. These women, eager to re-enter the workforce, discovered at the completion of
their training program and benefits that they had not been prepared to work in any existing jobs. Not
only were they not certified to be child care workers, but there did not seem to be any indication that

17 sSteven Hipple, “Worker Displacement in an Expanding Economy,” Monthly Labor R&deamber

1997 at pp. 26,37

18 Figures derived from material presented by the Texas Workforce Commission to the Senate Interim

Committee on the North American Free Trade Agreement hearing in El Paso, Texas on November 13, 1997.

¥ id.
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therewas work available inthat area. Thisresult seemsto be related to both the time frames prescribed
for the NAFTA-TAA program and to the availability of adequate and relevant training curricula.

The “Trade Programs”
Even before NAFTA was signed, certain industries employing low skilled workers left Texas and the
United States for other countries. The Federal Government has created two programs, the Trade

Adjustment Assistance (TAA) and the NAFTA-

Trade AdjustmentAssistance (NAFTA-TAA)

programs. The “regular” TAA program wa
adversely afected by import competiton frof] FIOUIE Lt TAA and NAFTATAA
any country. The NAFTA-TAA program was Certifications in Texas, by Industry
established by the NAFTA Implementation Ag 1 Garment (60 percent of affected
of 1993 and is meant for workers adverse ' workers)
affected by trade with or production shifts t ) Electronic & Electrical Componen
Canada and/or Mexico. These programs provi ' (6percent)
training, job search allowances, relocatid 3 Leather & Leather Products (5
allowances, and income support for adverse ' percent)
affeﬁted worke:;._b,?\ccfordén%;o the TWC, mTori 4. Glass& Pottery Products (3 perce
workers are eligibie for both programs. 5. Fabricated Metal (3 percent)
workers, if eligible for both, can only draw 6 Ireluaital & Carmrnaras] VEse
benefits under one of the programs. ' & Computers (2 percent)

7. T ion Equi 1
Between 1994 and 1997 atotal of 18,846 TeX pé?CneerJt;)rtatlon quipment (
worke_rs Xvere certified toreceive NAFTA -TAA 8. Rubber & Plastics (1 percent)
benefits’® El Paso was home to 10,938 of the 9 Ship Repair/Conversion (1 perce
workgr; and t.he Rio Grande Valley to 3,361 tf 10. Miscellaneous Products (18
remaining displaced workers are sprea percent)
throughout the state. There are hundrg '
thousands ofegular TAA workers in the state

however, TWC only tracks those who currently
come in to their offices for service. TWC

20

The NAFTA-TAA statistics should not be considered to be absolute measures of the impact of

NAFTA on employment. The NAFTA-TAA Program stipulates this factor as a cause for worker certification,

although NAFTA itself does not contain any provisions facilitating shifts of U.S. production to Mexico. As a result,
TAA statistics are more accurate measures of the effect of globalization or production shifting to Mexico than they

are of the actual labor impact of NAFTA.
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- provided services to 11,088 TAA
_NAFTA-TAA Eligible Workers J and NAFTA-TAA eligible workers
during the month of July 1998
and since 9-1-97 TWC has provided
services to 20,386 TAA and
Rio Grande Valey NAFTA-TAA eligible workers?*

3,361 Remainder of Texas
4,547

(as of 8-14-88)

The benefits and re-employment
services provided by the programs
are designed to help unemployed
workers prepare for and obtain
suitable employment. Animportant
State Total = 18,846 | | component is the weekly trade
adjustment allowances (TRA)
which may be payable to eligible
workers following the exhaustion of
state unemployment and federal
emergency unemployment
compensation (EUC) benefits. Usually TRA benefits will be paid only if an individual is enrolled in
an approved training program, although a waiver is available for special circumstances. An eligible
person can receive benefits, including Ul, EUC, and TRA, for up to 78 weeks.

El Paso
10,538

Figure 2: NAFTA-TAA Eligible Workers (source: Texas
Workforce Commission).

Under the programs, training can be provided to workers who are unable to find suitable work within
their local commuting area. Training opportunities include on-the-job training, vocation or technical
training and remedial education. Training must be completed within104 weeks. This, combined with
the 18 month income support window has proven to be problematic. Often, the training and income
supporttime periods expire before vocational training is completed.

In order to become eligible for the TAA or NAFTA-TAA programs, a group of three or more workers,
their union, or an authorized representative must file a petition with the U.S. Department of Labor’s
Office of Trade Adjustment Assistance. When the petition is received, an investigation is conducted,
andifitis determined that increased imports contributed importantly to decreased sales or production
and to worker displacements in a particular company, the department of Labor certifies the affected
group of workers as eligible to apply for TAA.

Aside from the qualification requirements, the two programs are identical, a notable exception being that
under the regular TAA program, the requirement that a worker be enrolled in approved training before
receiving weekly income support payments may be waived. This waiver, which is not available through
the NAFTA-TAA, allows the TWC and the worker to locate feasible and appropriate training without
losing income support benefits. The NAFTA-TAA guidelines require that workers be enrolled in
approved training within 16 weeks of their last day of work, or within six weeks from the time they are
certified as eligible for the program by the U.S. Department of Labor, in order to be eligible for Trade

2L Written materials provided by Harry Crawford, Texas Workforce Commission, August 19, 1998.
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Readjustment Allowances (TRA), the incompemrt conponent of the prografi.Because the income
support component is a critical priority for the dislocated workers, workers are sometimes enrolled in
whatever training is available during the relevant time period, without time for appropriate counseling
and assessment.

It is difficult to assess the efficiency of the training funded through the TAA and NAFTA/TAA
programs because there are currently no performance measures required. The Texas Workforce
Commission has repeatedly stated that it funds training programs but does not design them, that is the
job of the service providers. Performance measures would enable the training service providers to
determine what types of programs and curricula are leading to actual job placement and would allow
the TWC to determine what types of programs they should fund.

As of June 30, 1998, 1,425 workers were enrolled in regular TAA approved and/or funded training
programs and 1,091 workers enrolled in NAFTA-TAA approved and/or funded training programs.
Workers are enrolled in the following types of training programs: English as a Second Language (ESL)
(5 percent), ESL/GED-only (GED = Graduate Equivalency Degree)(23 percent), GED/ABE (ABE=
Adult Basic Education)(2 percent), and Vocational Training (69 percent) which includes Administrative
Clerk, Medical Record Clerk, Nurse Assistant, Computer Operator Case Aide, Data Entry Clerk,
Radiologic Technologist, General Clerk, Bookkeeper, HVAC Installer-Servicer, Clerk Typist,
Secretary, Transcribing Machine Operator, Computer Programmer, Microcomputer Support specialist,
Accounting Clerk, Legal Secretary, Surgical Technician, Teacher Aide, Home Attendant, Nursery
School Attendant, Injection Molding Machine Operator, Automobile Mechanic, Administrative
AssistantMachinist, Electronics Mechanic, Maintenance Machine Repairer, Electrician, and Tractor
Trailer Truck Driver.

The El Paso Re-Employment Pilot Project and the Department of Labor Grant

In March 1997, the Texas Workforce Commission, in response to concerns of the EI Paso Community
and displaced worker advocacy groups, began the El Paso Re-Employment Pilot Project. The primary
goal of the project was to assist trade affected workers in making the most effective use of the 24 months
of NAFTA funded training® More specifically, the goal was to develop retraining opportunities for
displacedworkers that integrate English workplace literacy with occupational skills training. The
participants in the pilot project were trade impacted workers who had participated in ESL/GED courses
only and had received no vocational training and who had exhausted or would exhaust their income
support payments between October 1, 1996 and March 1, 1999.

Usingthe JTPA Dislocated Workers Services programs, the TWC provided income support payments
inan amount equal to those received under the trade programs during the 26 week gap between the end
ofthe trade funded income support payments and the trade-funded training benefits. Based on available
state and federal funding, those workers who were assessed as not job ready would be eligible for and
additional 12 months of training and Needs Related Payments, again using the JTPA programs.

22 20 C.F.R. § 617 (1998).

23 Texas Workforce Commission, “El Paso Re-Employment Pilot Project ,” March 4, 1997.
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Anotherimportant element of the pilot project was the vocational assessment. Each worker had a case
manager assigned. An Individual Retraining Plan (IRP), a comprehensive training program that
identifiesstrengths, weaknesses and transferable skills was developed for each worker. This helped to
ensure that each worker was placed in appropriate and effective tFdining.

Participants with limited language skills were encouraged to enter work place literacy classes. Their
case manager had an obligation to transfer them to the first appropriate opening in bi-lingual vocational
training or on-the-job training. Similarly, where no appropriate vocational classes or other training was
available, participants were given the option of returning to or remaining in workplace literacy classes
for no more than 60 to 90 days while an appropriate placementwas found. Should a participant choose
not to enter work place literacy agency job developers assisted the participant in finding part-time or
full-time employment until an appropriate opening is available. Inany event, the IRP’s outlined the
expected length of time a participant could expect to remain in work place literacy before moving into
vocational training or an OJT placemént.

In May 1998, the United States Department of Labor awarded a grant of $45 million to assist workers

in EI Paso who have lost their jobs as a result of trade. The initial award was $15 million. The El Paso
PREP (Proactive Re-Employment Project) is supported by a wide variety of community organizations
and in essence takes over where the Pilot Project left off. The PREP seeks to establish acomprehensive
seamless delivery system for trade affected displaced workers that includes assessment, case
management, job development, bilingual vocational training, intensive work related language and basic
skills training and Needs Related Payméhts.

The El Paso PREP targets two broad groups of potential participants. Group 1 consists of trade affected
workers who were in the Pilot, or never accessed trade funded training, or are currently in trade funded
training. Group 2 includes Levi Strauss & Company and Hasbro workers recently laid off and just
beginning to access trade benefitdlevertheless, the grant lays out that the only difference between

the two groups once enrolled in El Paso PREP will be whether their services are paid for with JTPA
funds or with TAA, NAFTA-TAA funds.

24 Texas Workforce Commission. “El Paso Re-Employment Pilot Project, Briefing Paper, Update.”
September 11, 1997.

%5 g

26 presentation to the Upper Rio Grande Workforce Development Board, Inc. The Plan for El Paso Prep

2T Texas Workforce Commission. Memorandum from Mimi Purnell to Rick Gonzalez, Members of PREP

Committee, July 30 1998.
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The PREP program, like the Pilot Project, seeks to fill the gap between training and jobs and tailor local,
state and federal resources to fill the unique needs of the displaced workers in El Paso. It seeks to
establish a workforce development system bases on a collaboration of public and private partners,
including community based organization, unions, the business community and its associations,
education and training providers, those who fund training and elected officials. This system attempts
to integrate private and public funds into a single seamless integrated cost-effective system. Under this
system:

. All eligible worker will be enrolled in PREP (funded by JTPA).

. Workers who still have trade benefits will also be enrolled (called co-enroliment) in the TAA
or NAFTA-TAA programs.

. Allworkers will receive the same assessment.

. All workers will have an Individual Retraining Plan (IRP).

. Allworkersillbe assigned a case manager under PREP. PREP case managers will “team staff”
clients who have remaining trade benefits.

. Workers who are currently in trade funded training will have their trainingmssig reviewed

by a PREP case manager and weltaive a new assessment to ensure that their current
placement is still appropriate. PREP and trade staff will work together to make sure that any
change to the worker’s trade contract is handled efficiently and effectively.

. Allworkers who are eligible will receive supportive services from PREP.

. Allworkers will select from the same training institutions.

. All training institutions will be subject to the same performance standards regardless of the
source of funds.

. All workers who exhaust their trade income support benefits (TRA'’s)--18 months--and were

enrolled in PREP within the six week window or were in training within 16 weeks of their layoff
will be eligible for Needs Related Payments (NRPs) for the remaining period of training.

. All workers who are completing vocational skills training under the Pilot or trade will be
assessett.
JTPA Title Il

The Job Training Partnership Act (JTPA) provides job training services for economically disadvantaged
adults and youth, dislocated workers and others who face significant employment barriers. JTPA seeks
to move jobless individuals into permanent self-sustaining employment. JTPA operates under
performancstandards prescribed by the U.S. Department of Labor. JTPA funds are given in the form
of block grants to the Local Workforce Development Boards, which assume control of JTPA operations
in their areas.

Economic Dislocated and Worker Adjustment Assistance

The Economic Dislocated and Worker Adjustment Assistance Act (EDWAA) authorizes Employment
and training assistance for workers who have lost their jobs in mass layoffs or plant closings or who
have been laid off and are unlikely to return to their jobs. Servicesinclude early intervention programs,
occupational skills training, job search assistance, supportive services and relocation assistance.

28 Id.
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Rapid Response

The Rapid Response program serves employees who have been dislocated from employment due to
company closure or downsizing. For a company to qualify for Rapid Response services it must have
a substantial layoff of 50 workers or more. The federal regulations covering Title Il of JTPA explicitly
state that Rapid Response is a state responsibility whichahbg transferred to another entity. Rapid
Response funds are a portion of the Governor’s reserve fund. In FY 96, TWC responded to over 180
layoff notices affecting 50 or more workers and disbursed over $2 million for Rapid Response services.

Worker Profiling and Re-employment Service

The US Department of Labor (DOL) requires states to establish and use a system of profiling all new
claimants for regular unemployment compensation. The objective of the profile is to predict the
probability of an individual exhausting their unemployment benefits. The purpose of this procedure is
to identify claimants who will need job search assistance to makecasstul transition to new
employment. This also requires states to hold an individual ineligible if the individual fails to
participate in re-employment services. Claimants identified as most likely to exhaust regular benefits
are required to participate in re-employment services as a condition of eligibility for regular
unemploymentinsurance benefits.

Unemployment Insurance

The Unemployment Insurance (Ul) Benefits System pays unemployment benefits to eligible workers.
The Federal Governmerdtablishes guidelines and pays the administrative costs from taxes collected
under provisions from the Federal Unemployment Tax Act. TWC has direct responsibility for the Ul
program operation in Texas. The total Regular State Ul Benefits paid in FY 97 was $1,010,055,622.

Other Workforce Development Programs

Smart Jobs

Smart Jobs has proven effective in helping companies retain and retrain workers, and even to create new
jobs. However, companiesgonunties with the highest unemployment rates have difficulty competing

with companies in other areas for Smart Jobs funds. Grants are delivered on a first-come, first-served
basis. While the unemployment rate is on average twice as high in border counties as in non-border
counties, the region received only 12 percent of grants awarded in ¥@84+97. In contrast,
Dallas-Fort Worth, with an unemployment rate of only 3.2 percent, received 44 percent of Smart Jobs
funds. In order for Smart Jobs to be to be a true work force development initiative, as the law states,
the program should concentrate in areas of the state where the workforce needs the greatest
improvement?

Apprenticeship Training

The apprenticeship training programs prepares individuals to become certified skilled craft workers in
occupations registered with the U.S. Department of Labor’s Bureau of apprenticeship and Training.
Apprenticeship training combines full-time, paid, on-the-job training under the supervision of
experienced journey workers with job-related classroom instruction. Apprenticeship serves as a model
for job training programs that lead to high-wage, high-skilled jobs. It offers individuals the opportunity

to earn awage while learning a skill or trade, and it provides an alternative to other education programs

29 Texas Comptroller of Public Accounts, Bordering the Fytarsstin, Texas , July 1998.
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for those high school graduates who do not want to go to college. Records reflect that apprentices
receive ai83.4 percent increase in wages over the training period of 3 to 5 years, starting from a wage
of $7.40 per hour to a final of $13.57 per h¥ur.

Adult Literacy- Investing in the Basics

Literacy is the most fundamental work skill
Increasing the rate of adult literacy is the maet
effective means of raising the wage earnijg
ability of the Texas Workforce. However, fo

fiscal year 1995-1996, Texas spent only $45
per student in adult literacy programs. The
State Board of Education reports that

...adult illiteracy carries a price File Contains Data for
tag of more than $17 billion per . .
year as a result of lost income  fLOstScript Printers Only
and tax revenue, welfare,
unemployment, crime and
incarceration, and workforce in
the year 2000, which highlights
the need to start educating
adults now for a high-skill

future.

Unfortunately, in FY1997 TEA served only chart 1:percentages of high school graduates in
228,000 adults per year, less than 3 percentjeé population above the age of 2&ourceSteve

the 7 million in need* Funding is perhaps theH. Murdock, Department of Rural Sociology, Texas A&M

single most important reason for this lowniversity)

service. In FY 1998, a typical year, Texas

allocated a mere $8,885,700 to adult literacy programs. California, which has the highest number of
adults in need of literacy services, appropriated $450 million in FY96. Florida spent $250 million and
New York appropriated $50 million. Both have fewer adults in need of services than*Texas.

Public Education

The Committee examined the effects of NAFTA on the state’s educational infrastructure and discovered
severaproblems, all of which existed before NAFTA, such as poor performance of border students on

30 Texas Workforce Commission, 1997 Annual Report

81 State Board of Education, Adult Literacy

32 d.
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standardized tests, a high drop-out rate, chronic under funding, and a lack of certified téaders.
NAFTA Interim Committee has found that public school finance reforms and a focus on assisting
students with limited English skills has fueled substantial progress, the border region still remains
behind the rest of the state in public and higher education.

Although academic performance on the border still falls behind the rest of the state, improvement has
been substantial as illustrated by TAAS scdfeadditionally, the high school drop-out rate on the
border has decreased 56 percent over the last fiveyddispanic students in the border region pass

the TAAS test slightly more frequently than Hispanics in the state as a Whdespite rapid
improvement, the border area still has lower percentages of high school graduates in the population
above the age of 25 than the rest of the state (see Chart 1).

Bilingual Education

Morethan one Texas studentin eightis enrolled as Limited English Proficient (LEP), over 500,000 out
of a total of 4.25 million Texas students. However, there is a serious shortage of teachers certified in
bilingual and English as a Second Language (ESL) to serve students who lack the English skills they
need in the classroom. Only 51 percent of bilingual students in grades 1-6 are taught by certified
bilingual education teachers. The figures are even more dismal in grades 7-8 and 9-12, where only 17
percentand 9.3 percent, respectively, of bilingual education students are taught by certified teachers.
Higher numbers of certified teachers will assure an adequate educatidgPfstudents and help
increase the academic performance of these students.

Public School Finance

The Legislature’s efforts at equalizing school finance €882 have produced dramatic improvements

in student performance, but the region is still behind the rest of the state, and facilities remain
inadequate. As a result of the funding reforms, border districts have seen their total revenue increase
by 57 percent, about equal to the improvement in the dropoit tdtevever, from 1992 to 1998, the

border region received only 24 percent of the state’s aid for facilities despite the fact that region contains

33 Some of the issues identified by this Committee in its examination of the education system in the

border region are beyond the scope of this Committee’s interim charges and time limitations and are not addressed in
this report.
3 Texas Education Agency. Texas Assessment of Academic Skills Number Tested and Percent Passing
All Tests for All Students not in Special Education from Spring 1994 to Spring 1998. Wednesday, June 17, 1998.
A 22 county survey: Brewster, Cameron, Culberson, Dimmit, El Paso, Hidalgo, Hudgffilavis, Kinney,
Maverick, Presidio, Starr, Terrell, Val Verde, Webb, Zapata, Willacy, Kleberg, Duval, Jim Hogg, Brooks, and Zavala.
Other data is available from the Texas Education Agency, Database Division, for individual tequests
% Texas Education Agency. Dropout Rates for Valley Counties and Districts, June 24, 1998. Selected
counties included a 22 county survey from the Lower Rio Grande Valley up through El Paso: Brewster, Cameron,
Culberson, Dimmit, El Paso, Hidalgo, Hudspé&tff Davis, Kinney, Maverick, Presidio, Starr, Terrell, Val Verde,
Webb, Zapata, Willacy, Kleberg, Duval, Jim Hogg, Brooks, and Zavala.

% Texas Education Agency, supatnote 34.

37 Comptroller of Public Accounts, supnate 29, at 35.
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well over 32 percent of the state’s student populdfidmw property values makes paying for adequate
facilities beyond the reach of many border school districts. In 1998, border districts could raise a little
less than half of the state average with a one-penny addition to their tax rates. Over half the students
on the border live in districts with tax rates above $3¥80mpared to 40 percent in the rest of the
state?”

Border districts estimate that they will need $1 billion worth of renovations and new facilities by the
year 2003, and that their current requirements total $1.8 billion for immediate renovations and new
facilities. The 75th Legislature created the Instructional Facilities Allotment program to help pay for
classrooms on the border, but it fell at least $800 million $hort.

Several programs that supplement local school revenues have been helpful to the border region. One
exampleisthe Telecommunications Infrastructure Fund (TIF), implemenit@8é%to provide modern
telecommunications links between rural school districts and educational resources. disieibifes
educational technology throughout the stagad has helped border schools obtain on-line computer
systems and facilities for distance learning through closed-circuit ch&hRelsding for the TIF comes

from the Telecommunications Providers Fee Assessment that has collected over $272 million. This
money has been used to purchase and install equipment such Internet connections and CD-Rom
programs™* TIF is particularly important in the border region where the population is spread out along
the 950-mile Texas-Mexico border that makes physical access to adequate facilities difficult. Since the
creation of TIF in 1995, thElF Board has provided more than $210 million to over 1500 schools in

778 school districts that include 1.7 million students, 57 institutions of higher education, and 158

% Texas Education Agency. State Aid for Facilities 1992-1993 through 1997-1998. June 18, 1998.
Selected counties included a 22 county survey from the Lower Rio Grande Valley up through El Paso: Brewster,
Cameron, Culberson, Dimmit, El Paso, Hidalgo, Huds@ettiDavis, Kinney, Maverick, Presidio, Starr, Terrell,

Val Verde, Webb, Zapata, Willacy, Kleberg, Duval, Jim Hogg, Brooks, and Zavala. Other data is available from the
Texas Education Agency, Database Division, for individual requests.

3 101992, the Legislature instituted a funding approach to give all school districts access to similar
revenue at comparable tax rates. This system assumes that property wealth of $210,000 per student will raise
sufficient revenue at a tax rate of $1.50 per $100 of assessed valuation to provide a basic educational program. If a
district has less wealth than the benchmark, the state funds the difference on every penny of tax rate up to $1.50.
Revenue from each additional penny levied above $1.50 comes only from the school district’s local tax base

40 Comptroller of Public Accounts, supnate 29, at 48.

41 According to the Comptroller's surveys, the border districts indicated a need for $1.8 billion and
received $1 billion through the IFA program leaving roughly $800 million in unmet needs (based on surveys that were
responded to).

42 Texas Education Coordinating Board, “Technology expected to help redesign delivery of education,”
Vol. XXXI, No. 2, April-June 1996.

8 g,

4 Telecommunications Infrastructure Fund Board, “Telecommunications Infrastructure Master Plan

Report,”1998.
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libraries to facilitate connections to the Interftet.

Higher Education

In 1996, there were 84 public higher education facilities in Texas, 15 of which were located along the
Texas-Mexico border. South Texas receives only 15 percent of state higher-edundsa@spite the

fact it possesses 20 percent of the general population and 22 percent of the student g8pulation.
Spending for each border-region student is only $89.40, compared to $124.53 per student for the rest
of the staté’ Only aminuscule 3 percent (15) of the 482 doctoral programs at Texas public institutions
of higher education were located at border universities.

From 1993 to 1996, the South Texas Border Initiative (STBI) directed $500nnof state
educational funds into border higher educatfoithe STBI helped border universities expand their
programs to address rapidly changing conditions along the Texas-Mexico border. The STBI, created
to provide relief to one of the more historically-underfunded areas of the state, constructed 23 new
buildings, renovated 6 old structures, generated 101 new degree programs including a dozen new
doctoral degree¥. The additional funding also built a new $23 million computer lab and generated
three new engineering programs at the University of Texas at El-Paso and enabled Texas A&M
International University to hire 75 new faculty members and upgrade its faéliities.

Although it has created immense benefits for the region, the STBI alone has not been able to place
higher education facilities and programs on par with the rest of the state. Jerry Polinard, a political

science professor at the University of Texas-Pan American at Edinburg noted, “We’re not where we

ought to be, and we're not where we want to be, but we’re not where wetvere.”

5 g,

“South Texas taking some strides on education front,” San Antonio ExpressMaaxgmber 28,

1997

a7 g,

48 Higher Education Coordinating Board. Based on information collected from a survey of public
universities although discrepancimayarise from degree labeling by the respective universities.

49 “Border Education must remain priority,” San Antonio Express-N®egsember 1, 1997.

%0 san Antonio Express-Newsupraat note 46

51 san Antonio Express-Newsupraat note 46

2 san Antonio Express-Newsupraat note 46
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With the implementation of NAFTA, there has been an increase in the literature and teaching aids
available on international tradeT his increased awareness and exposure to international trade in Texas
has allowed many of the universities in the state to contribute a substantial amount of timely material
oninternational trade and businessto the field. For example, the NAFTA Digést) by the Office

for US-Mexico Trade Relations at Texas A&M International University at Laredo, addresses the impact
of NAFTA on Texas; as does the Center for International Business Studies (CIBS) under the CIBER
Program at Texas A&M University in College Station.

The implementation of NAFTA also spurred research on international commerce. One successful
example is the Center for the Study of Western Hemispheric Trade, a partnership between Texas A&M
University and the Austin and El Paso campuses of the University of Tekiais. federally-funded

grant allowed Texas A&M International University, through the Center, to fund a number of research
projects dealing with international issues while sponsoring more than one-quarter of the business faculty
with funding for research.

The number of international business students increased by 51 percent statewide and 67 percent at
border universities from 1993 to 1997 as attention was focused on the globalization in BusDress.

the other hand, the number of international students attending Texas public universities actually
decreased by one percéhfThe student population growth rate for both border area universities and

the rest of state rose by only one peré&imespite this flat growth rate, student enrollment figures
illustrate that border residents are under represented in higher education institutions on the whole.
Furthermore, although the growth rate of students in the border universities is on par with the rest of the
state, the faculty salaries of these institutions aré’not.

% John A. Adams, Jr., “NAFTA: Its Impact on Industry and Higher Education,” written testimony

provided to the Senate Interim Committee on NAFTA hearing held in Mission, Texas on January 14, 1998 at 5.

% Fatemi_supraote 14, at 5.

55 “University of Texas, Texas A&M University to cooperate in NAFTA trade study,” Austin American
StatesmanJune, 10 1994.

6 Fatemi,_supraote 14, at 5.

57 Higher Education Coordinating Board - Border region numbers are from a survey of five universities:
University of Texas at San Antonio, University of Texas Pan American, Texas A&M University at Kingsville, Sul
Ross Rio Grande College, and Sul Ross State University.

58 Higher Education Coordinating Board. Based on numbers including undergraduate and graduate
levels for surveyed schools.

59 Higher Education Coordinating Board. Based on the data available surveying 84 Texas public
universities, community colleges, and technical schools for a period of two years.

60 Higher Education Coordinating Board. Based on figures provided including the salaries of full
professors, associate professors, assistant professors, instructors, teaching assistants, and others at 35 Texas
universities.
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Charge Ill: NAFTA’s Impact on Texas’ Infrastructure

Transportation

NAFTA has increased traffic, the number of accidents and the cost of maintenance on Texas highways
and created a pressing need to develop transportation alternatives to roads. The commontheme at each
of the Senate NAFTA Committee’s hearings across the state is best summarized as

The entire nation benefits due to the increased...trade among NAFTA trading partners...
[b]ut Texas highways and motorists bear the greatest burden in terms of traffic safety,
clogged highways and increased maintenance osts.

The most persistent request was for transportation infrastructure and dollars to deal with these increased
traffic problems. Texas has borne the brunt of the dramatic increase in international trade traffic.
Almost 80 percent of all U.S. trade with Mexico passes through Texas ports of entry. Atthe same time,
Texas' total exports increased 68 percent, from $50 billion in 1992 to over $84 billion iFF1199 .
important to note that total Texas exports give a more accurate picture of the demands on Texas
infrastructure than does Texas-Mexico trade alone, which accounts for approximately one-third of
Texas’ total trade. Demands on Texas transportation infrastructure have increased proportionately.
Texas’ gross domestic product grew from $405.64 billion in 1990 to $521.25 billion in 1997, an
increase of over $115.61 billida.

To assess the impact of international trade on the
state’s highways, the Legislature passed Senate
Bill 566 (Truan) in 1997, requiring the Texas
Department of Transportation (TxDOT) to
conduct a study of the origin and destination of
ports of entry. highway freight shipments. Th&tatewide
Commodity Flow Modelis a $700,000 project
whichwill provide a model of passenger flow and
freight commodity flow throughout the state, and

will review multiple modes of transportatiéh. The study will identify highways that need to be
designated for construction, expansion and maintenance and consider costs necessary to accomplish
improvements. In addition, TXDOT has established a network of fixed data collectors and mobile

Almost 80 percent of all U.S. trade
with Mexico passes through Texas

61 “NAFTA clogs highways,” Waco Tribune HeralMay 25, 1998.

62 Texas Department of Economic Development, Business Development Division, Economic Information

Clearinghouse, Highlights of 1997 Texas Exports: Trends, Statistics, An&lysiin, Texas, 1998, Table 1.1 at
1,2.

& Texas Comptroller of Public Accounts, “Economic Forecasts, Fall 1997,”

http://www.cpa.state.tx.us/ecodata/

4 Robert Cuellar, Acting Executive Director, Texas Department of Transportation, Testimony before

NAFTA Committee in Mission, Texas, January 14, 1998.
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counters placed in specific locationsTéble 1. Texas Transborder Freight Data
gather data on traffic volume, traffic

weight and vehicle type. This data vg
contribute to a great 1995 1996 1997

understanding of traffic flow.

(Value in Millions of Dollars-$)

The Texas Transportation Commission

repeatedly stated that it has only eno

funding to pay for one-third of the neede

road improvements. Consequenthgny

maintenance projects are neglec

compounding existing damage.

Texas has been actively pursuing a greatet

share - some would sag fair share - 0

federal transportation funding. The f

share isvariously interpreted as a doll
for-dollar equivalence betweenwhat Te

All Surface Modes -Total 42,580 50,643 57,014
hBgoorts to Canada 5,485 5,905 7,413
Jgr?ports to Mexico 18,745 23,560 26,571

Imports from Canada 4,113 4,682 4,852
eI%’ports from Mexico 14,237 16,496 18,178

Truck--Total 35,582 41,580 47,485

Truck Exports to Canada 4,532 4,849 5,977
Aifruck Exports to Mexico 16,357 20,545| 23,372
(Ig-chk Imports from Canada 2,103 2,398 2,742

pays in federal gasoline taxes or a s Heick Imports from Mexico 12,590 13,788 15,345
that reflects the fact that 80 percent of _

trade with Mexico passes through Texa

Congress recently passed a six-year fe(
funding bill entitled the Transportati

Equity Act for the 21st Century or “TE
21" which allocates over $1.88 billion

Texas over the next six (6) years,

S, Rail--Total 4,986 6,088 6,434
Rai] Exports to Canada 902 898 1,101
fRail Exports to Mexico 2,266 2,921 2,993
_InQaiI Imports from Canada 968 1,011 1,215
Rail Imports from Mexico 850 1,258 1,124

addition to discretionary fundirfg

jon

a program to improve the movement] g

people and goods across the Mexi

border and a program to plan, design ppriders but whose origin or final destination was other than Canada or Mex

construct corridors of national significa

forinternational trad&. The Secretary df;
Transportation can distribute discretionfary

Examples ofdiscretionaryfunding inclu éRoundlng accounts for differences in summed totals and individual totals|

*i\lote that data between 1993-1%8€ inflated, compared to 1997 data,
cause they include transshipment activity (i.e., shipments which entered

@B United States byay of aU.S. Customs port on the northern or southern

ta beginning with January 1997 do not include transshipment activity.

money for any of the 43 approved h ofptatistics, Transborder Surface Freight Data.

sers should note these difference before comparing figures for 1993-1996
997 and subsequent year data.
Source: US Department of Transportation, Bureau of Transportation

Dr left
co).

vith

priority corridors or approve applications

forintermodal projects.

65

66

Transportation Press Release 109Rfe 9, 1998.
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“TEA-21: Transportation Equity Act for the 21st Century,” Pub. L. No. 105-178, §1101, (1998).
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The “National Corridor Planning and Development and Coordinated Border Infrastructure Program”
targets border states for special discretionary funds for infrastructure or operations that improve flow
of goods “in the vicinity of the border.” Unfortunately, the total amount allocated over the next five
years is $700 million nationwide, or $140 million per y&ar.

4 Intermodal spending is eligible under a number of

) funding categories throughout the bill, and actual
The Texas Transportation spending will depend on applications from states and
Commission has only enougli metropolitan planning organizations (MPOs). TEA-21
funding to pay for 1/3 of the also adds connections to intermodal facilities to the

needed road improvements.

interstate highway system.

Additionalfunding for Texas’ share of TEA-21 includes
$250 million over the next spears for mass transit, a 60
percentincrease over the previous six-year transportation
plan® Texas will also receive $518,203 per year for other transportation programs to strengthen
cultural, aesthetic, and environmental aspects of community transportation systems.

The 75th Legislature made it easier for economically-disadvantaged counties to access state and federal
transportation money through a provision in the Sunset Bill for the Texas Department of Transportation,
Senate Bill 370. That provision allows the Texas Transportation Commission to adjust the federally-
required 10 percent local match for communities who can show an inability to meet the matching
requirement, but still desperately need the transportation préjeitsough this provision makes it

easier for poorer communities teceive transportation dollars, it does not necessarily address the
political aspect of awarding projects, where larger conitiegriike Dallas or Houston or Austin
traditionally attract a disproportionate share of transportation funding.

Texas has 14,508,884 lane miles of interstate highways (length times number of° |deeging
theseroads in good condition is expensive. InFY 1998, Texas spent $467,800,320 on construction and
$142,053,157 for maintenance and facility project expenditures on the interstate ‘SySexas’

regular U.S. highways run 12,100 miles, state highways, 16,200 miles and farm-to-market roads,
40,800 miles. Its 4,500 miles of frontage roads exceed that of any othéf state.

“TEA-21," supranote 65, at 9.

8  Christi Harlan, “State sets road plans as highway bill signed,” Austin American-Statdamao,

1998.

9 Tex. Transp. Code Ann. §222.053 (Vernon 1998).

0 pata provided by Steven Polunsky, Analyst, Texas Department of Transportation, Sept 15, 1998.

g

2 Texas Comptroller of Public Accounts, “Thunder Roads,” Fiscal Ntag 1998 at 1, 10.
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Texas also has the most trucks traveling its roads of any other state. TXDOT reports that 1-35 is
operating at or above capacity due to interstate freight traffic. The incidence of overweight vehicles
carrying construction materials and equipment has increased from 3,237 in 1990 to 11,944 in 1997,
according to the number of overweight permits isSéiddhe Texas limitis 80,000 pounds for interstate
highways. An operatanaypurchase a special overweight permit that allows greater weight on non-
interstate highway roads. A study by the Texas Transportation Institute at Texas A&M University
found that an 84,000-pound truck causes about $2,000 more damage per year than trucks operated
within the load limit for county highways (58,000 pountfsT.he fee for an overweight truck is $75.
Obviously, the cost of road repairs vastly exceeds the fees collected from the trucks that cause the
damage, and only contributes further to the gross difference between funding needs and funding
availability.

Corridors

Two transportation corridors in Texas have been federally certified as natural NAFTA trade routes by
virtue of the significant freight traffic growth they have experienced. 1-35 from Laredo to Dallas
(ending as a U.S. highway near Duluth, Minnesota, then continuing into Canada) is the major north-
south corridor. The proposed I- 69 reaches from the Rio Grande Valley through Houston and north
to Texarkana. A third corridor in the region is the “El Camino Real” from Chihuahua City to Santa Fe,
passing near El Paso. The final proposiiiesntative, is “La Entrada al Pacifico,” from Topolobampo

to the Eastern U.S. Each corridor has its own unique characteristics: I- 35is developed but overloaded.
It travels through major metropolitan areas and is in need of both road and rail relief routes. I- 69 is
undeveloped and currently only has interstate designation in its northernmost section, but would connect
Laredo and the Valley with Houston, the upper midwest and the east coast.

[-69 is a proposed 1800 mile-route that would run through eight states and connect the Great Lakes to
the Rio Grande Valley. In Texas, I-69 would include U.S. 281 and US 77, and would reach Houston
via U.S. 59 before continuing northeast to Shreveport, Louisiana, to Memphis Tennessee, and
Indianapolis where it would join the existing 1-69 that ends at Port Huron, Michigan, about 60 miles
northeast of Detroit. Thereatfter, itjoins an interstate-quality road that connects Toronto, Montreal and
Quebec. Mexican highway connections to I- 69 include two primary highways to Monterrey that are
directly accessible from Laredo and the Rio Grande Valley, an existing highway to Guadalajara and the
Port of Manzanillo; and another to Ciudad Victoria and Mexico City.

A 1995 study estimated the completion cost of I-69 from Evansville, Indiana to the Lower Rio Grande
Valley at $7.2 billion, but rendering a high benefit-costratio of $1.57. A benefit-costratiois how much
aninvestmentyields per dollar, so every dollar invested in developing the I-69 route, will redp $1.57.
The proposed I-69 corridor currently accounts for over 38 percent of the dollar value in truck-borne

" Information provided by the Texas Department of Transportation (as of June 3, 1998).

" William W. Crockford, “Weight Tolerance Permits,” Report # FHWA/TX-94-1323-2F, November
1993 (published by Texas Transportation Institute/ National Technical Information Service, Springfield, Va.)
> Robert Cuellar, Acting Executive Director, Texas Department of Transportation, Testimony before

NAFTA Committee in Mission, Texas, January 14, 1998.
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trade with Canada and Mexi¢bOn the U.S.-Canada border, northeast ports between Michigan and
Maine handle nearly 87 percent of the truck traffic between the U.S. and Caiasanumber would

obviously increase with the addition of the Texas international border ports from Laredo through
Brownsville, which account for over 45 percent of all truck trade with Mexico. The I-69 corridor in
Texas also represents 38 percent of the state’s retail sales, 39 percent of personal income, and 39 percent
of the workforce, and almost one-third of the state’s population.

Although TEA-21 high priority projects for Texas include $41 million over six years to upgrade the I-
69 route, there is still a huge cost facing Texas. Locally, the cost to expand the 199 miles of US 77/SH
44 that would become part of I-69 from Victoria down through South Texas is estimated at $336
million, while the improvement costs for the 146 miles of US 281 are estimated at $257 thilllus.
investment will bring enormous economic benefits to the South Texas region, which is home to
communities with the highest unemployment rates in the state. The 77/281 region generates $41.6
billion in economic activity, and contains three deep sea ports and nine international bridges that handle
28 million vehicle crossings per yédNearly one-third of the state's population, or 5.5 million, live

in the 34 counties directly on the 1-69 route, and an estimated 7.2 million citizens would be favorably
affected.

Development of the I-69 corridor will also positively impact traffic safety. The estimated improvement

in safety numbers runs as high as 1,300 lives saved; 57,000 injuries avoided; and avoidance 80,000
accidents in which only property is damaged. Itis also estimated that travel time between South Texas
and Indianapolis would be reduced by as much as 4 hours one-way (2 hours in Texas alone), affecting
67 counties on or adjacent to the I-69 route in Texas.

Intermodal connections will be a vital part of I-69's success as a NAFTA corridor. Major railroad
freight terminals are available at many locations along the corridor, such as Indianapolis, Evansville,
Memphis Corpus Christi and Houston. Unfortunately, the current rail component of the 1-69 corridor
from Laredo to Houston via Corpus Christi is served by only one monopoly railroad, the Union Pacific,
and one small carrier, the Texas-Mexico Railroad, which has rights to use the Union Pacific track.

Several key waterports also lie along 1-69's route, such as Memphis, Corpus Christi, Brownsville and
Houston. Other Texas ports affected include: Orange, Port Arthur, Texas City, Beaumont, Freeport,
Galveston, Port Lavaca, Matagorda, Port Mansfield and Harlingen. Itis also projected that I-69 will
serve several key defense bases: Crane Naval Surface Warfare Center in Indiana; Fort Campbell in
Kentucky; Milan Arsenal; Memphis Defense Depot in Tennessee; and Fort Polk and Barksdale Air

8 “Interstate 69 Initiative,” presentation by Randy DelLay before the Senate Interim Committee on

NAFTA hearing held in Corpus Christi, Texas on February 10, 1998.
od

g,

% wys 77/US 281 Options for Routing Proposed I-69 Extension through South Texas to Mexico,”

prepared for the 77/281 Coalition by Shiner, Moseley & Associates and Carter-Burgess, May 1995 at 19.
8 1d. at 11.
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Force Base in Louisiana.

[-35, unlike I-69, is a fully completed highway,
texf_endigg 1T’550m”9;5h”°m D“:‘f(th’ '_V”t””esodt One-third of Texas’ population-
o Laredo, Texas, with several key intermo e : e
facilities along its route- such as the Dallas/F 6.2 million or. more- live within
Worth International Airport (the world's seconf] the 21 counties on the I- 35 route
busiestpassenger facility) and the intermod
hubs planned for San Antonio and Kansas City.

While 1-35 remains the mostimportant north-south highway in the U.S., the main task facing I-35 is to
re-route much of its highway and rail traffic around already congested areas. [-35 runs 580 miles
through 21 Texas counties including four of the six most populous in Texas. Fully one-third of Texas’
population, 6.2 million or more- live within the 21 counties on the I- 35 route.

Unfortunately, I1-35 also has a large portion of the total number of accidents in the state. For example,
the 80-mile stretch of 1-35 from San Antonio to Austin saw 4,768 accidents in 1997 including 43
fatalities and 2188 injuri€8. I-35 from San Antonio to Austin has the dubious honor of having the
slowest average speeds along the entire Interstate, as traffic has increased 754 percent since 1960. To
alleviate traffic nightmares along this specific stretch of I-35, a new alternate route is being proposed
called State Highway 130. SH130 would run east of 1-35, from just north of San Antonio to
Georgetown, Texas. Itis estimated that SH130 will help alleviate the traffic congestion along the
Austin-San Antonio I-35 corridor that currently costs highway users more than $194 millj@aper

in operating costs and lost opportunifiés.uncorrected, costs are projected to climb to $456 million

by the year 2018

Mexican Highways also provide a vital trade link with trade moving alongt-25 percent of exports
originating from Mexico are manufactured in Monterrey, and 50 percent of all Mexican exports come
through Monterrey. Monterrey, larger than Houston and Dallas combined, is tied directly to the US 281
leg of I-69. However, Mexico has already invested $280 million in the four-lane toll highway linking
Monterrey with Reynosa which borders the Valley at McAllen. Reynosa leads all of Mexico in the
percentage increase in the number of new maquiladoras.

Athird corridor is the El Camino Real Corridor Initiative, that would run 600 miles along a centuries-
old trade route from Chihuahua city to Santa Fe, New Mexico. Six major cities sit along that route:
Chihuahua City (750,000 population), Juarez (1.2 million), El Paso (660,000), Las Cruces (100,000)

81
5, 1998.

“New funding guidelines to decide I-35's share of $216 billion pie,” Austin American-Stateluman

8 Bernard L. Weinstein, Ph.D. and Terry L. Clower, Ph.D. of Weinstein and Associates/ Dallas, Texas,

“Economic Impact Assessment of the Proposed Austin-San Antonio Corridor Project,” August 1997 (executive
summary).

8 g

8 Information provided by the McAllen Chamber of Commerce, the McAllen Economic Development

Corp., and the Michael Blum Company.
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Albuquerqgue (384,736) and Santa Fe (55,859). The combined economic output of these communities
is $40-50 billion annually. This corridor seeks to take advantage of the huge maquila industry lying
just south of El Paso by linking the maquilas with key U.S. cities in the western United States.

One final corridor being promoted, although not officially in place y&tag&ntrada al Pacifico.” It

is a coalition consisting of West Texas citizens along the Midland-Odessa route of I-27 from the

Mexican port of Topolobampo to the eastern U.S., thus connecting to key Asian markets. During the
last legislative session, part of I1-27 was officially designated by the State as the future route of “La
Entrada al Pacifico®®

Intermodalism

Because so much NAFTA trade flows through Texas, Texans have had to re-think traditional means
of moving goods. This has meant a focused effort to develop facilities that can accommodate more than
one mode of transportation at their location, i.e., intermod&fisAmong the different aspects of
intermodal trade, the Committee received testimony about the benefits of creating international trade
compliance centers (ITCC) to serve as inspection points for an import/export compliance system where
various levels of govement could conduct their inspections away from the crowded border crdssings.
Under a master prototype, each region would tailor the ITCC to its individual governmental and
climactic needs. In Texas, San Antonio is seeking to develop a major ITCC at the former Kelly Air
Force Base, which would also serve as a testing center for Intelligent Transportation Systems.
Complementing this is the concept of a “distribution/fulfillment center,” which essentially targets
smaller businesses who usually do not have the resources to build or buy their own. The benefitis that
goods can be delivered to one of these distribution centers by any means and moved on by any means.
For example, the center could receive bulk shipments from manufacturing facilities, sort and store them
based on mode of transportation.

TxDOT testified before the @nmittee on several occasions regarding how the department has
incorporated intermodal activities into their overall transportation plan. TxDOT described several
initiatives to address freight flow and multimodal systems including assessment of current best practices
to achieve seamless connectivity between intermodal facilities (begun in the #919@). Also
underway is a cooperative study with the LBJ School of Public Affairs regarding seaports to determine
needed connectors from docking facilities to roads at both the Port of Corpus Christi and the Port of
Brownsville®®

8 Tex.H.B. 2115, 75th R.S. (1997). Effective 6-9-97.

8  The issue of rail as an element of any intermodal policy is addressed in the next section exclusively.

87 North America’s Super Highway Coalition,“Innovative Transportation Solutions,” March 1998
(executive summary).

8  Robert Cuellar, Acting Interim Director for TXDOT, written testimony submitted to the Senate Interim

Committee on NAFTA Hearing, Mission, Texas, January 14, 1998.
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Canada has been developing its intermodal freight system for almost 50 years, beginning with major
railways hauling truck trailers on flat c&PsHowever, it was “the containerization of trans-oceanic
freight that has provided the critical volume to push development of intermodal infrastructure,” and has
doubled the tonnage moving through Canadian ports every terf$ears.

Border-Crossing Technology

The persistent logjam of trucks and other vehicles at almost every bridge on the Texas-Mexico border
is anotherimpediment to trade and economic growth. The goal of seamless border crossings is thwarted
by vehicular congestion, safety inspections, drug interdiction and customs inspections. In many places
such as Laredo, where an average of $65 million in goods funnel through the city every day across three
international bridge¥, delays are exacerbated by inadequate infrastructure and insufficient law-
enforcement personnel. Several possible solutions were presented to thé€minmarily centering

on the use of technology.

One means to improve the flow of traffic across the border is to use computers and telecommunications
technology to facilitate or eliminate conventional

f border inspections. Technological solutions are
In many places su.c'h as Laredo, anll generally called “Intelligent Transportation
average of $65 million in goods Systems” (ITS), which will eceive $1.282
funnel through the city every day billion over the next 6 years from TEA-21. One
across three international bridges. ITS project is the International Trade Data

System (ITDS) which includes several

technology projects being tested at a number of
border crossings. ITDS is an interagency
initiative of the National Performance Review, whose goal is to improve the processing of international
trade transactions inthe U.S. One of the many projects initiated to meet this goal is the North American
Trade Automation Prototype, or NATAP. Through NATAP, shippers will transmit information
concerning atruck, its contents, origin, crossing location, destination, driver, and other relevant details
via computer to U.S. Customs. Before leaving the original terminal, the truck will be sealed
electronically. Enroute, the truck will be tracked through use of an on-board radio transponder. Atthe
border crossing, customs officials will have all the information needed to clear the truck through the
border?

8 Kristine Burr, Director General-Surface Policy, Transport Canada, testimony before the OECD

Conference on Intermodal Transport Networks & Logistics in Mexico City, June 3-5, 1997 (resubmitted with
permission to the Senate Interim Committee on NAFTA hearing in Houston, Texas, October 13, 1997).
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%1 Anna Wilde Matthews, “NAFTA Reality Check: Trucks, Trains, Ships Face Costly Delays,” Wall

Street Journallune 3, 1998.
92 Article 5-12 of NAFTA states that the countries shall co-operate in the harmonization of data and
processes in order to realize the benefits of NAFTA.
% Robert Ehinger, Director of the International Trade Data System Project Office with the U.S.
Department of the Treasury, testimony before the Senate Interim Committee on NAFTA, San Antonio, Texas, April
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Anotherexample of the use of technology to improve traffic flow is the Transguide system currently
usedin San Antonio. That system uses interactive cameras and signs to warn and divert traffic in case
of accidents or backlogs. Another example is the Texas Department of Transportation’s joint project
with the Texas Department of Public Safety to build an automated weigh-in-motion sorter system that
will efficiently detect conmercial vehicle weight¥. The federal government through the Federal
Highway Administration, is also getting into the act with its pilot project permitting motor carriers to
use satellite tracking systems and similar technofogihis will record and monitor hours of service

by truck drivers, and in time would replace the handwritten log books that are currently required in the
federal motor carrier safety regulations.

TxDOT has developed a strategy to guide the development of Intelligent Transportation System (ITS)
proposals.Commercial vehicle operations are a key element of this strategy and will most directly
affecttrans-border commerce. Atleastnine ITS technologies have beenidentified as having potential
in this regard:

1. Commercial vehicle clearancan facilitate border clearance and minimize stops and could
eventually include automated enforcement of weight limits and credentials, as well as automated
permitting (The International Trade Data System);

2. Automated roadside safety inspections, on-board safetionog and hazardous material
incident response systeoan facilitate roadside safety inspection; assess the safety status of
a commercial vehicle, its driver and cargo; and provide information to emergency response
systems. These systems typically work in conjunction with the electronic clearing systems.
Hazadous materials response systems are especially important for giving first responders and
other emergency personnel prompt information for dealing safely with hazardous materials

spills®

3. Commercial vehicle administrative procgsevides for electronic purchase of credentials and
permits and for automated mileage and fuel reporting/auditing;

4. Commercial fleet management systegmnsvide communication and information among
drivers, dispatchers and intermodal transportation providers;

5. Weigh-in motion stationseigh commercial vehicles while they are moving and direct only
those which exceed the maximum legal limit into the weigh station;

6. ITS traffic ranagement systems/centedude devices for monitoring traffic flow, identifying

and interpreting traffic disruptions, and optimizing change traffic patterns;

15, 1998.

Jeff D.Opdyke, “Freight Expectations: Laredo Will Ride On Despite Shake-Up,” The Wall Street Journal
August 12, 1998.

% carlos Lopez, Texas Department of Transportation, testimony before Senate Interim Committee on

NAFTA hearing, San Antonio, Texas, April 15, 1998.
% Janet Kumer, “Transportation Secretary Slater Announces Project Using Satellite Tracking to Manage
Hours of Service by Drivers,” Federal Highway Administration press relb&sel14, 1998.

% Testimony provided by Mr. Dale Everitt, Vice President, Operation Respond Institute, Inc., to the

Senate Interim Committee on Transportation, August 4, 1998.
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7. Electronically evaluate immigration statussing existing technologies such as those in the
ALERT (Advanced Law Enforcement Response Technology) program. This technology could
be used to check immigration status much as itis now used to check driving and vehicle records
at a traffic incident;

8. Electronic connections between border crossings, highways and major rail connesions
well as other communications systems among various modes of transportation, have the
potential to improve cross-border commerce; and

9. NATAR or the North American Trade Automation Prototype, arose out of efforts to standardize
data, documents and processes for customs clearance, and is just one element of the seamless
border concept. Itis critical because there are over 100 federal agencies alone involved in
international trade. NATAP uses dedicated truck lanes and electronic means to process entries
and inform the driver whether to continue or stop for an inspection. There are two northern
border NATAP sites and four NATAP test sites on the southern border. EIPaso and Laredo are
the Texas sites. All the electronic hardware and system components are in place. Another
feature of NATAP is the integration of government processes which is now possible because of
the standardized data.

Some of these technologies are already being tested at border crossings in both Laredo and El Paso by
the TRIBEX (Texas Regional International Border Electronic Crossing) partnership created between
the Federal Highway Administration and five private firms. TRIBEX is a technology demonstration
project with the ultimate goal of establishing a foundation for the efficienement of goods
throughout the contineft. This will be accomplished by charging TRIBEX with testing and refining

such projects as the commercial vehicle ITDS technology at the Columbia-Solidarity Bridge in Laredo,
the Lincoln-Juarez Bridge also in Laredo and the Zaragosa Bridge in El Paso. Phase one of TRIBEX
will test registration and insurance checks for participating carriers. Phase two will include safety and
otheritems.

ITS technology will not resolve all of the trans-bordemaoterce issues, even though similar
demonstration projects in California and along the Canadian border have shown that ITS technologies
work and will go along way toward improving the experience at Texas’ borders. While technology can
expedite the execution of public policy through toll collection and vehicle weighing, it cannot resolve
the institutional bureaucracy in many of the state and federal agencies with jurisdiction at the border.
For example, TRIBEX is not designed to evaluate or recommend changes to agency policy and
procedures. Consequently, institutional policy looms as the larger and more complex issue when trying
to create a seamless border.

Infact, policy barriers created by the myriad public and private sector entities with a stake at the border
could delay the timely deployment of technologies designed to expedite commerce. Public sector
entities include the U.S. Customs, the U.S. Department of Agriculture, the Immigration and
Naturalization Service, the Interstat®r@merce Commission, the U.S. Border Patrol, the U.S.
Department of Transportation, the U.S. Department of Commerce, the Environmental Protection
Agency, TxDOT, and the Texas Department of Public Safety (DPS).

% Irene Rico, International Transportation Programs Engineer for the U.S. Department of Transportation,

Federal Highway Administration, written testimony submitted to the Senate Interim Committee on NAFTA, April 8,
1998.
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Each agency faces its own difficulties with procedures, infrastructure and/or personnel. The DPS, for
example, faces a substantial shortage of resources for patrolling the border. Testimony during the
Committee’s public hearings indicated that the DPS was only able to inspect one percent of Mexican

trucks cominginto the U.S. Despite their request during the last legislative session for funding for 127

trooper positions, DPS was funding for only 5 trooper positidns.

In addition, TRIBEX put technology in place at the border with little collaboration with the DPS.
Concern remains that automated technology does little to impede drug smuggling- the primary focus
of the federal officials at the border. The DPS has also been insistent that automated systems should
address the standard Commercial Vehicle Saféignte inspection mcedure for commercial vehicles.

There are significant economic and political impediments to facilitating border crossings. The
warehouses, drayage companies and brokerages whose stock in trade is godsvéhrough
inefficient border crossings are a major part of the border economy. Furthermore, U.S. trucks are not
yet authorized to operate in Mexico, and Mexican trucks are limited to the immediate border area.
Truckers and truckers’ organizations on both sides of the bopmyse opening either nation’s
highways to the other’s trucks. None of this opposition is likely to disappear.

At present, no official entity has been charged with integrating multi-agency policy or with resolving
cross-culturalissues, although there are a few governmental, quasi-governmental and private entities
such as the U.S.-Mexico Border Affairs Office of the U.S. Department of State, the Border Trade
Alliance and the Council of State Government-West's new Committee on Southern Border Affairs. No
one group, however, has both the authority or representation to make an omni-border group possible-
and then there is the question of local politics and fractionalization of interests. Each of these groups
is relatively new, and there is no single Texas-based interagency consortium available to look at both
the technological and institutional issues surrounding cross-border commerce. With active participation
from relevant state agencies along with input from federal agencies, the private sector and TRIBEX, a
consortium could look at the issues from all sides and be prepared to propose workable solutions that
take into account competing interests. Only then, will NAFTA fulfill its promise of free trade and
seamless borders.

Bridges
With 80 percent of all NAFTA trade moving overland through Texas, that trade must eventually cross
our international bridges. Despite the

acknowledgment that technology would greatf
benefit the flow of goods, the element ¢
geography tl plays a crucial part in

The Ambassador Bridge has seen

establishing successful, efficient bridg| €ven greater increases as two-wa
crossings. trade between the two countries
increases, and now carries about
billion in goods per day.

Mr. Remo Mancini, Vice President of th
Ambassador Bridge in Detroit, Michiga
provided detailed testimony regarding t

% Figures provided by Department of Public Safety, based on Appropriations figures from the 1997

Legislative Session.
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workings of that bridge, which moves more traffic in one week than all of Texas’ bridges move in one
month. Thisis 30times the traffic across Texas’ busiest three bridges in Laredo. More than 26 percent
of all trade between the U.S. and Canada moved across the Ambassador bridge in 1996°and 1997.
The Ambassador Bridge has seen even greater increases as two-way trade between the two countries
increases, and now carries about $1 billion in goods pet°tiay.

Percent of U.S.-Mexico Trade Through Border Ports - 1997

San Diego Nogales ElPaso Eagle Paes Laredo McAllen  Brownsville Al Other (21)

Chart 2: Export & Imports - California through Texas
Source: Texa®\&M International University and the U.S. Department of Commerce

The Ambassador Bridge’s success in moving goods and people is primarily due to the multitude of
inspectiorfacilities located both before and after the bridge on each side to allow trucks to pick and
choosevhich facility they will stop at, preventing logjams before they begin. The Ambassador Bridge
has the distinct geographic advantage of acting as a “funnel” through which traffic must flow, while the
950-mile long Texas-Mexico border offers a plethora of crossing choices, with the majority of crossings
found in Laredo or the Lower Rio Grande Valley. The concept of multiple inspection stations- where
DPS, Customs, INS, DEA and other governmental agemeigsork side by side- is one concept that
would benefit Texas international bridge crossings immensely, since allinspections are currently done
onthe border as opposednahe vicinity of the border. Geograpihyaynot be as convenient as that
ofthe Ambassador Bridge, but multiple inspection stations would facilitate the inspections and provide
similar benefits currently experienced at the Ambassador Bridge.

% Remo Mancini, Corporate Vice President, Canadian Transit Company, written testimony submitted to

the Senate Interim Committee on NAFTA hearing, San Antonio, Texas, April 15, 1998.
100 Kristine Burr, Director General-Surface Policy, Transport Canada, testimony before the OECD

Conference on Intermodal Transport Networks & Logistics in Mexico City, June 3-5, 1997 (resubmitted with

permission to the Senate Interim Committee on NAFTA hearing in Houston, Texas, October 13, 1997).
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Laredo, with its three international bridges, is the busiest land port on the U.S.-Mexico border, handling
more trade with Mexico than all the inland ports of Arizona, California, and New Mexico combined.
Currently, 35 percent of all NAFTA ground transportation between the U.S. and Mexico moves through
the City of Laredd® And, since trade between Mexico and the U.S. increased from $76 billion in 1992
to $156 billion in 1997, this represents huge economic benefits for the t&€tli@medo experienced

a 25.9 percent increase over 1996 in the number of southbound truck shipments into Mexico in the
month of December 1997 alofé.For the entire year of 1997, Laredo handled a total of 1,227,000
loaded trucks, 246,000 loaded rail cars (equivalent to another 1,000,000 loaded trucks), and 389
million pounds gross landed weight (g.1.w.) of air cadfgédvocates for Laredo as a key port of entry
argue that multimodal access will be vital to the continued success of Laredo.

El Paso’s bridge crossings totaled 17 percent of the U.S. total in 1997, followed by the McAllen-
Brownsville area with 13 percent. Although these bridge crossings do not handle as much traffic as
Laredo, I-69 is expected to significantly boost the Brownsville-McAllen numbers, while the El Camino
Real Corridor is expected to boost El Paso’s numbers.

Part of the international bridge infrastructure in Texas is the inspection process by the Department of
Public Safety. DPS has authority to inspect any commercial truck in Texas, whether crossing into
Texas from another U.S. state or at the international border. Some of the things DPS examines are
safety equipment, proper insurance and driver certification. These inspections are critical to culling out
unsafe trucks from the barrage we experience every day on Texas roads. But, as Major Lester Mills of
DPS notes, “very little manpower and resources [are available] to adequately control thétdffic.”
example, in 1995, DPS only had 15 officers stationed among 5 Texas border cities. DPS asserts that
one result of inadequate enforcement has been that Texas has earned the dubious reputation of having
the greatest number of fatal commercial vehicle accidents in the United ‘Stakéswever, it is
important to note that trucks and buses with Mexican license plates involved in all crashes in Texas in
1995and 1996 accounted for less than one percent of total crashes in those years. Further, four major
border counties posted an increase of only seven fatal crashes from 1995 to 1996, compared to 87 in

101 Fatemi_supraote 14.

102 Texas A&M International University Institute for International Trade and Texas Center for Border
Economic and Enterprise Development,“Border Business Indicators,” Vol. 22, No. 2, February/March, 1998 at 1.

103« aredo’s Transportation System and the Port of Laredo in the Year 2000,” Laredo Development
Foundation testimony presented to the Senate Interim Committee on NAFTA, in Corpus Christi, Texas, February 10,
1998.

104 Fatemi_supraote 14.

105 Laredo Development Foundation, suprge 103.

106 Major Lester Mills, Texas Department of Public Safety, testimony presented before the Senate
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the rest of the state’s counti&s.

The Legislature has been hesitant to appropriate as much funding as DPS has requested to staff the
borderinspection points. Consequently, less than one-half of one percent (0.5%) of all trucks crossing
the Texas-Mexico border are inspected. The Legislature appropriated funding for an additional 38
officers over the next fiscal biennium (1998-1999). However, even if truck inspection points were
adequately staffed along the border, there would still be the issue of inadequate staffing of federal
inspections by agencies such as U.S. Customs and the Drug Enforcement Agency.

(

Finally, there should be some formal
Less than one-half of one percent off understanding or agement between state

all trucks crossing the Texas-Mexicq border enforcement agencies like DPS and
border are inspected.

federal inspection agencies to allow side-by-
sideinspections. Currently, Customs officials

are not required to allow DPS to conduct their
inspections alongside Customs officers, but
unofficially allow it for the time being. If
Customs officials were to stop this unofficial practice, it would hinder truck crossings that much more
by having to go through one more inspection before being onithgir

Ports

Texas has 13 maritime ports, including Houston, Orange, Corpus Christi, Port Arthur, Texas City,
Beaumont, Freeport, Galveston, Port Lavaca, Brownsville, Matagorda, Port Mansfield, and Harlingen.
Among these, Houston is the largest. In 1996, the Port of Houston handled 21.6 million tons valued
at $3.1 billion in international shipments to and from Mexf@dT he first ten months of 1997 posted
similar numbers at the Port.

According to testimony presented to the NAFTA Committee, the primary issue surrounding ports is
their capacity for intermodal transfers. Despite TXDOT'’s continued reassurances that it is expanding
intermodal programs within the agency, TxDOT does not directly fund any port operations because port
facilities are largely private. Nevertheless, ports like Houston are upgrading their own infrastructure
to prepare for the continued influx of trade under NAFTA, with limited TxDOT funding for roads
leading into and out of the Port. For example, the Port of Houston has expanded its rail ramp point at
Barbours Cut, building ten miles of lead track to allow intermodal traffic easier access. As notedinthe
next section onrail, these improvements have languished only because of the Union Pacific rail merger
that has tied up rail lines and stock yards for almost a year in the Houston area, including the Port of
Houston.

Another Texas port, the Port of (ais Christi, ranks 6th in the nation in overall tonnage ofimports and

108 1.

199 Greater Houston Partnership, “Mexico, Texas and Houston: Access Mexico 98- Trade and
Investment Conference,” Spring 1998 (p. 6).
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exports, and is also designated a strategic military seap@urpus Christi’s port also ranked second

in the nation in petroleum and petroleum product imports/exports in 1996. 1997 tonnage figures for
the Port of Corpus Christi confirm that it does a brisk business-- 83,000,000 total tons valued at $14
billion-- with crude oil as the top commodity (over 33 million tons). Corpus Christi, like Houston, has
beenimprovingits intermodal access to better accommodate NAFTA trade. Additionally, as one of the
port cities that will lie on the future 1-69 route, Corpus Christi has pursued 1-69 designation alongside
Houston, especially with its central location and easy access to 1-35 via 1-37, which terminates in
downtown Corpus Christi.

Texas Railroad Crisis and Texas Rail Policy

Texas businesses have lost $1.4 billion to date because of the rail transportation crisis that began early
in 1997 By the fall of 1997, Texas businesses had lost $762 million in sales, higher shipping rates
and scaled back production. Electric bills rose throughout the state due to delays in delivery of out of
state coal. For example, the average San Antonio electricity bill rose $8 in Octobét? TBS¥as
businesses have found it difficult orpossible to deliver goods to their customers. They have reported
being hampered by slow, unreliable deliveries of supplies and materials. Inadequate rail service is being
blamed for Texas businesses losing customers and market share. The rail crisis threatens Texas’
economicgrowth at the very time that Texas is rapidly developing a broad economic base. Texas
businesseestified before the NAFTA Committee that they are losing long-term market share to their
competitors:®* For example, Cemex USA, which owns Sunbelt Cement in New Braunfels, has
experienced a 50 percent drop in outbound trains since July 1997, and workers have been laid off. The
company lost a lucrative contract with the Texas Department of Transportation because it could not
deliver limestone on timé&*

N

The crisis is the result of the recent merger ai| Figure 3: The Union Pacific

consolidation othe major railroads operating within th¢y| Railroad In Texas

state compounded with unanticipated growth Miles of track....... 6,349

commercial traffic for which the railroads and indeed ti§} Employees.......... 7,916

entire transportation system was unprepared. Annual payroll......$438.4 million
Taxes paid............. $26.5 million

The consequences of the rail crisis go far beyond Purchases made....$135.7 milliof

railroads and their customers. Large volumes of frei

10 port of Corpus Christi, “Facts and Statistics,” provided to the Senate Interim Committee on NAFTA

hearing in Corpus Christi, Texas, February 10, 1998.

111 Bernard L. Weinstein and Terry L Clower, The Impact of the Union Pacific Service Disruptions on
the Texas Economy: An Interim Repagrtepared for the Railroad Commission of Texas (published by the Center for
Economic Development and Research at the University of North Texas) November 24, 1997.
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114 “Mergermayhave derailed UP.” San Antonio Express-Newsvember 30, 1997This article is one
of the most complete summaries of the rail crisis.
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have been diverted from the rails onto the highways. Trucking companies in November of 1997 reported
that they are unable to handle the freight traffic that is being diverted from the ratffoads.

Highway traffic pressures threaten to displace the traditional constituency of the highways and endanger
both private motorists and local freight and delivery carriers. The public outcry raises the possibility
that expensive highway investment decisimay benade in response to temporary traffic situations
created by the rail crisis. The lack of a comprehensive, multi modal, statewide transportation plan
increasethe probability of confusion and misplaced investments.

Total Texas export trade increased from $50 billion in 1992 to over $84 billion in 1997, a 68 percent
increase’® Trade means transportation and the nearly 70 percent increase in trade is mirrored by an
equal growth in demands on Texas transportation infrastructure. At the same time, Texas’ gross
domestic product grew from $405.1 billion in 1990 to $521.2 billion in 1997, an increase of over
$15.6 bilion.*” Atthe same time, the national growth of international trade has made Texas a conduit
for 80 percent of U.S. trade with Mexico.

The 1996 merger of the Union Pacific (UP) Railroad Corporation with the Southern Pacific (SP) was
preceded in 1995 by the merger of the Burlington Northern with the Santa Fe (BNSF). These mergers
left Texas with only two major carriers. In particular, the UP - SP merger was fraught with difficulty.
When management mistakes collided with increased demand for freight service, overall rail service
deteriorated dramatically. Furthermore, in major shipping markets Texas shippers which had previously
benefitted from some degree of competition among railroads were forced to rely on monopoly*arriers.

Testimony before the NAFTA Committee indicated that the petrochemical industries along the Gulf
Coast, shippers of rock, aggregate and cement, lumber mills, and grain producers were among the
hardest hit. The petrochemical industry in particular is almost exclusively dependent on rail to move
chemicals between stepsin production. For example, the giant Dow Chemical Company complex at
Freeport uses 60 miles of Union Pacific track within the facility to move and store chemicals among the
80 production facilities inside the complex. Train derailments in the Dow complex since the Union
Pacific merger are double the rate prior to the merder.

Shippers irthe Houston/Gulf Coast area have been particularly active in attempting to resolve the

115 sharon Simonson, “Truckers pick up railroads business; Influx of extra cargo swamps companies” El

Paso TimesNovember 13, 1997 at 1A.

116 Texas Department of Economic Development, Business Development Division, Economic
Information Clearinghouse, Highlights of 1997 Texas Exports: Trends, Statistics, Analstis, Texas, 1998,
Table 1.1at 1, 2.

17 Texas Comptroller of Public Accounts, “Economic Forecasts, Fall 1997,”

http://www.cpa.state.tx.us/ecodata/fcst9731.html

118 san Antonio Express-Newsupraat note 114.
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bottlenecks. On July 8, 1998, they filed with the federal Surface Transportation Board a “consensus
plan,” developed in conjunction with Union Pacific and Burlington Northern Santa Fe. The primary
concerns othe shippers are reliability, safety, and cost. Since the Gulf Coast contains so many tracks
connecting facilities that are highly dependent on rail, the shippers are asking for “neutral switching,”
a system in which all carriers would have access to all the tracks in a particular region, without
prejudice’®® At this writing, the Surface Transportation Board has not acted on the plan.

A Texas Rail Policy

Texas has had an ambivalent relationship with railroads throughout its history. On one hand, railroads
were so important to the development of Texas that the Legislature gave railroad companies almost one
fifth of the entire State, some 50,240 square miles or 32,153,878 acres as well as 200 feet of right-of-
way and construction materidfs. On the other hand, Texas suffered from the abuses of railroad
monopolies during the late 19th Century, and led the way in regulating railroads on both the national
and the state levéf?

Texans adopted the first Texas Rail Policy by ratifying Article 10, Section 2 of the Texas Constitution
which states:

PUBLIC HIGHWAYS; COMMON CARRIERS; REGULATION OF TARIFFS,
CORRECTION OF ABUSES, AND PREVENTION OF DISCRIMINATION AND
EXTORTION; MEANS AND AGENCIES

Railroads heretofore constructed or which imeseafter be constructed in this state are
hereby declared public highways, and railroad companies, common carriers. The
Legislature shall pass laws to regulate railroad, freight and passenger tariffs, to correct
abuses and prevent unjust discrimination and extortion in the rates of freight and
passenger tariffs on the different railroads in this state, and enforce the same by
adequate penalties; and to the further accomplishment of these objects and purposes,
may provide and establish all requisite means and agencies invested with such powers
as may beleemed adequate and advisable. (Amended Nov. 4, 1890.)

Article 10 reflects the importance of the railroads to Texas as well as the hard lessons the State and her
peoplehad learned at the hands of unregulated monopolies. The Constitution’s approach is strictly
regulatory, a practice which collapsed under its own weightin the 1960s. Atthe same time, the federal

120 Finance Docket No. 32760 (Sub-No.26), “Request for Adoption of a consensus plan in order to
resolve service and competitive problems in the Houston/Gulf Coast area.” submitted to the Surface Transportation
Board, July 8, 1998.

121 3. T. Robison, Texas Land Commissioner, report to the Legislature, October 19Ek@htples
include: General Laws of the State of Texas, 1869, Chapters 26, 36, 41, 45, 54, 58, 124, 272; Special Laws of te
State of Texas made 28 grants of land to railroads in Chapters 95, 108, 112, 120, 144, 159, and 205. Chapter 51,
General Laws of the State of Texas ,1876 consolidated and standardized the State’s railroad grants.

122 5.G. Reed_A History of the Texas Railroads and of Transportation Conditions under Spain and
Mexico and the Republic and the Stafehe St. Clair Publishing Co. (1941). Long out of print, this is the only
comprehensive history of Texas railroads.
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government has preempted the authority of the states to regulate railroads through such legislation as
theStagger’sAct Of 1980.The recommendations that follow rely on competition instead of regulation,
and are strategies which are available to the state despite federal preemption of regulation.

The reader is reminded that although the Texas Constitution makes railroad coropanmesn
carriers, the Texas Transportation Code 5.004, which addresses the duty of a common caceimeto r
and carry goods, specifically exempts railroads from any obligation.

The Rail Policy Task Force appointed by the Railroad Commissitexals has not completed its work
atthetime thisreportwentto print. Inlieu of the task force’s report, the staff of the NAFTA Committee
recommads that the Legislature should consider that the first objective of legislation to address rail
issues should be to ensure that the growth of the Texas economy is not hampered by poor rail
transportation, and to ensure that Texas businesses are not subjected to anti-competitive practices or
unfair shipping costs that hamper their ability to compete in the free market. The second objective is
to ensure that Texas motorists will continue to have safe, convenient highways and to preserve the
highways for appropriate users, by ensuring that railroads carry the maximum amount of freight so that
the highways are used for passenger cars, local freight delivery, time-sensitive freight delivery, and
deliveryto markets not served by rail. The Committee recommends that the Legislature can do this by
adopting a Texas Rail Policy to ensure that the majority of Texas industry has access to a competitive
railroad market as required by Article 10, Section 2, Texas Constitution.

In order to implement a rail policy effectively, the Railroad Commission of Texas should be given the
authority and mandate to use all practical means to increase competition among rail carriers operating
in Texas, and to represent Texas in all future decisions by the STB that will affect rail cost and service
in Texas.

Although the federal govement has preempted most state regulation of the railt&4los state retains

the power to use market forces and competition to improve rail service. For example, the Rural Rail
Districts are available to be the local sponsors of rail projects which will provide competition in
appropriate freight markets. Furthermore, the State- through either the Rural Rail Districts, TxDOT
or the Railroad Commission- could finance construction of rail facilities on a cost-recovery basis when
doing so willintroduce competition and improve efficiency on high-volume routes. Alternatively, the
Legislature might consider authorizing TRRC to subsidize certain routes where doing so would serve
the publicinterest.

The Legislature has a number of funding options if it wishes to expand its options beyond cost-recovery
financing of competitive projects. It could create arail infrastructure construction fund or a competition
enhancement fund consisting of revenues from a small licensing fee per rail car per shipment that
originates or ends within the State of Texas, or revenues from abolishing the exemption to the diesel fuel
tax forrailroads. Tax Code 8153.201 (a) imposes a tax on the first sale or use of diesel fuel in this state.
Dieselfuel sold or delivered into the fuel tanks of a railroad locomotive is exempted under §153.203,
Tax Code, while § 153.222 allows refunds of taxes paid on excepted uses of diesel fuel. The
Comptroller estimates that repeal of the exemption would generate $42 million in fiscal 2000 and $53

123 Charles Matthews, TRRC Chairman, testimony before the Senate Economic Development Committee,

August 4, 1998.
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million in fiscal 2001

Finally, in order to provide information on which to base future rail policy, the Legislature should
require railroads operating totally or partly within the State of Texas to report on the origin and
destination oghipments which originate or terminate within the state. Such a requirement would be
similar to Senate Bill 566 passed in the 75th Legislature (Truan) which directed TxDOT to conduct a
route and destination study for motor carriers.

Table 2: Rail Advisory Committee Members

Industry (12)

TommyEngleke Texas Agricultural Cooperative Council
Ron Dipprey Dow Chemical

Tony Bennett TempleInland

Stephanie Newell Houston Industries

Mike Spahis Fina

David Swinford - CHAIR -Dumas, Tx, Grain Elevator Operator
Robert Howden NFIB

Ron Bird Commercial Metals

Cliff Hahne Pioneer Concrete

Marc Levine United DC (Plastics)

Glenn Jones Texas Farm Bureau

Mike Stewart TACA

ONoGRrLDE

Local Officials (6)
. Tom Kornegay, Port of Houston Authority
Kerry Cox, Chairman of the Board, Collin County Community College
Bob Post, Chairman, South Orient Rural Rail Transportation District
Councilman John Wood, City of Brownsville
Mayor Elizabeth “Betty” Flores, City of Laredo
Joe Z. Ramirez, Interim Rail Development Officer, Capitol Metro

Rail Officials (5)
. Larry Fields, TexMex Railroad
James E. Robinson, General Manager, Georgetown Railroad
Paul Broussard
Ed Handley, Union Pacific/Southern Pacific Railroad
Dennis Kearns, Burlington Northern/Santa Fe Railroad

Ex-Officio
Jerry Martin - Rail Division Director

124 Comptroller of Public Accounts, analysis provided July 15, 1998.
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Establishing a State Telework Policy

Teleworkis an arrangement in which an employee works at home or at a location near the home on a
full time or part time basis. Telework programs can increase the efficiency of state agencies, provide
a better work environment through flexibility, and increase competitiveness with private industry.

Tasks suitable for telework include writing, research, editing, reading, drafting, auditing, customer
service, data entry, programming, and bookkeepgm@nly a few tasks are not suitable for telework,

such as meetings with peers, customers or other agencies, daily face-to-face contact with the public,
answering questions which require extensive research not available at remote workplaces, and tasks that
involve technology when that technology is not available.

A statewide telework policy for all state employees would reduce air pollution and NAFTA-related
traffic congestion. A “telework” or “telecommuting” policy focuses not on a specific technology, but

on such policy matters as supervision, accrual of benefits, timekeeping, worker’'s compensation, custody
and responsibility for state equipment, attribution of benefits or reimbursement for goods and services
provided bythe employee as a result of telecommuting. This is important, given technology's ever-
increasing and changing role in our society.

Texas has no formal policy either for or against telecommuting, but has already encouraged several state
agencies to look at telework as a possible means of saving taxpayer dollars. After the 73rd Texas
Legislature passed House Resolution 797, urging all state agencies to investigate emenmpl
telecommuting to save costs to state government, several agencies followed the Legislature’slead. The
Texas Employment Commission, now the Texas Workforce Commission, began its pilot program in
1990 and has stddly expanded it over the past eight years. The Texas Natural Resource Conservation
Commission Houston office initiated a pilot program in 1994, and the Austin and Arlington offices
followed in1997. In 1995, the Texas Department of Transportation developed general telework
guidelines that are used by several agencies today. These general guidelines have savedagencies
months of research and many hours of developing their own guidelines from the beginning.

To date, at least ten state agencies have implemented telework pilot programs: the Texas Department
of Transportation, the General Services Commission, the Comptroller’s Office, Texas Natural Resource
Conservation @mmission, the Texas Department of Health, the Texas Department of Human Services,
the Texas Department of Criminal Justice, the General Land Office, and the Employee Retirement
System. Allthese state agencies report two distinct butimportant factors: their programs are eachvery
successful, but lack the legislative “support” or mandate that would enable them to expand these
programs and thus obtain a wider range of benefits. It is for this reason that this Committee is urging
the adoption of a state telework policy.

Severabther states have already implemented successful telework policies for their state agencies,
including Arizona, California, Connecticut, Hawaii, Massachusetts, Minnesota, Oregon, and

125 "Hello, boss. How's the weather?,” Texas Comptroller of Public Accounts Fisca) Notes1997.
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Washington Stat&® Telework policies have also been implemented by several federal agétames,
a few municipalities along NAFTA corridors, such as the cities of Austin and San Antonio.

Nearly two-thirds of Fortune 1000 companies view telecommuting as beneficial to employers and
employees, and have already begun to incorporate telecommuting into office routines. Since employees
generally prefer telework arrangements, the State is becoming less competitive for employees. The
Comptroller reported that by the year 2025, nearly 40 percent of the U.S. workforce - an estimated 50
million people-- will be teleworking?®

There are many documented benefits to teleworkiigirst, it saves money. A telework program costs

little to implement compared to its benefits. The City of San Antonio’s telework pilot project reported

that there were 83 additional hours of productivity that otherwise would not have been available from

the participant$®° Allowing teleworkers who have minor contagious ailments to work from home will

save the State from paying leave it would otherwise have had to pay. Based on the data from the pilot
project at Texas state agencies and the programs implemented in other states, the State of Texas stands
to save millions of dollars by reducing the office space for employees who telework. In private industry,
AT&T halved its New Jersey office space costs, and IBM eliminated work space for 20,000 workers
through telecommuting and shared work-space progtéms.

An additional benefitto the State is the reduction of paid or unpaid leave, for example, maternity leave
or Family Medical Leave Act (FMLA)-- new moms/dads can choose to work part-time from home,
saving the need to hire temporary replacement employees. This allows the work to still get done while
complying with the federal FMLA, which allows employees to take up to twelve (12) weeks’ leave a
year. The potential cost savings for individual employees is found in their monthly fuel and food costs,
which could reach as much as $40/wé&Bki-or example, Comptroller employees who teleworked
saved a total of $1600 in gas and $2,200 in lunch expétises.

An additional benefitis environmental; fewer cars on the road translates into fewer emissions. The City

126 Duye to the volume of materials, please see Appendix E for description of other states’ policies.

127 Internal Revenue Service; U.S. Department of Transportation, among others.

128 Comptroller,_supraote 125.

129 For a more in-depth discussion of the benefits of telework programs, see “Telecommuting in Texas,”

by DBR & Associates, Plano, Texas. (214)422-4782. Seewalsonbn.confor a list of private companies and
public agencies that telework/telecommute.

130 «“Telecommuting Project Review,” City of San Antonio Information Services, November 1992 at 6.

131 comptroller,_supraote 125.

132
$41.50/week.

For example, 30 miles per day at $.11/mile for transportation, and 5.00 per day for meals, totals

133 Comptroller, supraote 125.

1998 Senate Interim Committee on the North American Free Trade Agreement
47




of Austin’s final report on its telework pilot found that as a result of their pilot program, “vehicle
pollution... dropped by 17 percert” The benefits of a full-scale program were estimated to be
substantial, especially in reducing air emissions that contribute to ozone non-attafArbig.is an

important benefit because based on ozone levels of the past three years, Austin, San Antonio, and the
Longview-Tyler-Marshall area would not comply with federal Clean Air Act requirements and thus
could face mandatory controls costing as much as $60 billion a year.

As NAFTA continues to increase the overall volume of traffic on Texas highways, Texas must look at
commuting alternatives to help meet new federal air quality standards. According to an article in the
Comptroller's June997 Fiscal Notesa typical Texas commuter spends 30 minuteswaghowork

which is the equivalent of six -40-hour weeks per year driving to and from™cFkleworking could

reduce rush-hour trips in major cities by 10 percent, according to a 1993 study by DBR & Associates
of Plano**’

Remote work sites are another alternative to consider alongside telework programs. Remote work sites
are downsized offices located closer to suburban residences and usually available at lower rental rates
than downtown spaces. They provide essential office functions such as faxing, copying, etc. The State
might begin to look for these remote work sites atlocations where regional offices of various agencies
already lease or rent space. The primary advantage to using remote work sites as a supplement to
telecommuting is lower overhead costs due to less actual required space and cost-sharing with other state
agencies for office "basics" like copiers and fax machines-- those things that are least readily available
to the teleworker at home. And, as mentioned before, remote work sites would save travel miles and
therefore employees would generate less pollution, and fewer dollars spent on gas and car maintenance.

There should be several elements included in any state telework policy. The first should be the policy
goal: to promote flexibility while increasing work product. The second should be intent: state agencies
must control their own programs to ensure the needed flexibility. Third, the State must designate the
home as an alternate work site. Fourth, if any changes are to be made to compensatory time and
overtime use in a telework program, those changes must be made by the Legislature. Fifth, it must be
understood that there will be no start-up costs. Agencies and employees will use existing equipmentand
update as new equipment becomes available. No expenditures will be requireerteeinbhis policy.

Sixth, training should be mandatory for all teleworkers and supervisors, compared to a mere briefing.
Finally, the policy should make clear that telework is not a substitute for childcare. Finally, any state
telework policy should promote understanding and acceptance through exposure.

Based on the overwhelming evidence, telework is a successful alternative to traditional employment,
when applied wisely. Telecommuting will continue with or without governmental facilitation, but with

134 City of Austin, Planning, Environment and Conservation Services Department & Watershed

Protection Department Telework Pilot, “Final Report,” April 1998, p.8.

135 g,

136 »Buses and Beyond," Comptroller of Public Accounts’ Fiscal Ncase 1997.

137 Comptroller,_supraote 125.
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state government support, its agencies can expand their existing pilot programs to include numbers that
will reap the benefits touted here. Therefore, we urge that the State of Texas consider adopting a
telework policy.

NAFTA and the Environment

The natural resources of the Texas-Mexico bord The Rio Grande/Rio Conchos

are at risk because of fragmented authority. T Basin

nations, eight states, and innumerable lo .

governments compete for access to anggistion - 2nations

over the natural resources of the Rio Grande bag | ™ 8 states

a region twice the size of the State of Californii{ = 19 Pueblos and Tribes
Consequently, Texans and Texas communities ti] = twice the size of California
depend on those resources are at risk bec - 335,500 square miles

communities along the river do not have a
significant participation in management decisions
made at the international and interstate levels.

Little of the water in the Texas segment
COLORADO / originates from Texas, and the majority

) of the river's watershed lies in deserts
with less than eight inches of rainfall per
year. The Rio Grande is partly managed
by the International Boundary Water
Commission (IBWC), a binational body
whose U.S. component is a division of
the State Department. Above El Paso,
the river is managed by the Rio Grande
Compact Commission. The quiyand
guality of the water and other natural
resourceghat Texas receives depend to
a large degree on effective management
practices upstream.

Texas communities along the Rio
Grande suffer the consequences of
fragmented authority because Texas has
had no management control over the Rio
Grande and the state has not developed
the data and analyses necessary to tell
where Texas’ interests lie. Since noriver
authority controls the river, there is no
local center of expertise either. In
addition, neither Texas nor Mexico
regulates groundwater. Along the Rio
Grande, groundwater is continuous with surface water, and shallow groundwater pumping taps the
river, complicating an already difficult water allocation scheme.

Figure 4: Rio Grande/Rio Conchos (White Map Area)
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Texas agencies and the federal government started working to make management of the Rio Grande
more responsive and more coherent by lowering the institutional barriers even before adoption of the
NAFTA environmental side agreements. To address the need for binatopatation, the U.S.
Environmental Protection Agency and Mexico implemented the Border XXI program to improve
environmental conditions along the border. BodXMF brought together U.S. and Mexican federal
entities tocooperate to improve environmental conditions, natural resource management and human

health in the regiof®

Border Water Resources:

Figure 4: Key Federal Agencies Involved in Border XXI

(U.S. agencies are in bold)

7
Environment Protection:
. Environmental Protection Agency (EPA)
. Secretariat for Environment, Natural Resources and
Fisheries (SEMARNAP)
. Secretariat for Social Development (SEDESOL)
Natural Resources:
. Department of the Interior (DOI)
. Department of Agriculture (USDA)
. SEMARNAP

International Boundary Water Commission (IBWC)

. DOI

. EPA

. SEMARNAP

Environmental Health:

. Department of Health and Human Services (HHS)
. Secretariat of Health (SSA)

(IBWC is joint agency between U.S. and Mexico)

In addition to Border XXI, EPA Region 6
funds the Rio Grande Alliance. The Alliance
is an international forum that fosters
communication between the agencies and the
diverse interests within the Rio Grande basin
concerned with “the protection, improvement,
and conservation of natural resources and
human health?® The Alliance gathers data
on water resources, inventories projects, and
disseminates information in the U.S. and
Mexico. It is the only multinational, multi
state, transboundary governmental forum in
the Rio Grande Basin.

\

v assess our water needs

v support voluntary local environmental,
economic, and cultural initiatives
involving the river

v participate meaningfully in river-related

regional activities

On July 30, 1998, President Clinton formall
designated the Rio Grande as an American Herit
River, which will give riverside communities a dire

liaison with federal agencies in Washington. Besi
giving Texas border communities an inside liaison
Washington, the program aims to help develop
community of interest with an effective voice over
the fragmented voices that currently exist.

have bilateral issues affectirige river
addressed with due diligence

secure protection from abusive
enforcement or threats to private
property or otheconstitutionally
protected rights

Combined with regional planning as envisioned in Jggure 5: CoRio’s Objectives for
1 (75th), these three initiatives promise to help Texdgisdictional Partnerships

138

http://www.epa.gowismexicoborder

139

“Border XXI Program Framework Document: Executive Summary”

Mission Statement of the Rio Grande Alliandgtp://www.riogrande.org
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communities overcome the challenges created by the fragmented stewardship of the river. However,
Texas is hampered in its efforts to protect its interests by a lack of independent data and analysis. For
example, TNRCC has determined that it is not necessary to develop a water availability model for the
Rio Grande since the water is already fully allocated, Texas controls only the state’s portion of the
river's water, the Rio Grande Watermaster has oversight of the Texas allocation. On the other hand,
one might argue that the water availability model for the Rio Grande is another information issue. A
water availability model is a system for accounting for all water rights that apply to a particular river
and evaluating their interactive effects. TNRCC'’s position assumes that useful data will not be
produced by developing a model. However, a water availability model for the Rio Grande could deal
with the complex effects of the Rio Grande Compact and the several treaties that govern allocation
between Texas, Mexico, New Mexico, and Colorado. Furthermore, the direct, intimate interaction of
groundwater with surface water along the Rio Grande is an incontrovertible fact, but that interaction
has not been measured or modeled. Although the surface water of the Rio Grande is fully allocated,
groundwater pumping is uncontrolled on both sides of the river. In times of drought it may be
impossible to ensure the reliability of the surface water supply without firm understanding of the effects
of groundwater usage.

Knowledge is Power: Protecting Texas’ Interests

The Legislature could take several steps to protect Tebeassits. These include continuing to support
interagencyinternational, and interstate coordination such as the Rio Grande/Rio Bravo Alliance and
the American Heritage Rivers Initiative in order to give Texas interests a voice in the management of
resourcewithin the Rio Grande Basin. To further this goal, the Legislature should consider directing
the Texas Water Development Board and the Texas Natural Resources Conservation Commission to
coordinate in developing a complete water supply model for the Rio Grande. Furthermore, the
Legislature should also consider creating and funding a position at the Texas Water Development Board
for border and international water issues and to develop a water supply model for the Rio Grande
including underflow or riparian groundwater in conjunction with TNRCC. In light of the need for a
comprehensive understanding of the water supply capacity of the Rio Grande, the Legislature should
also consider directing TNRCC to develop a water availability model for the Rio Grande as the agency
is doing for all other rivers in the State, and should direct TNRCC to include the firm yield of
groundwater in the model.

In 1987, the 70th Legislature created the Advanced Research Program (ARP) and the Advanced
Technology Program (ATP) to promote economic diversity within the state by funding research grants
to Texas faculty members. The goal of the ARP and ATP was to generate a pool of highly trained
specialists in Texas, to develop new technologies, and to support research that strengthens existing
Texas industries. The Texas Higher Education Coordinating Board administers the curréith60 m
biennial funding for both programs. The statute specifies 24 specific areas of research for funding.

Severameasures would maximize the benefits of the state’s research resources. The 76th Legislature
might consider directing the Texas Higher Education Coordinating to Board to fund research on border

environmentaind natural resource issues from the Advanced Research and Advanced Technology

funds. The Legislature could also encourage Texas public colleges and universities to apply existing

research resources to help find new, affordable, solutions to the increasing scarcity of water and

problems with water quality, including increased salinity and fecal coliform in the Rio Grand.
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Senate Bill 1

The 75th Legislature began to address the management problems of the Rio Grande in the omnibus
water bill, Senate Bill 1. SB 1 permits local regions to set up local planning committees which will have
primary responsibility for developing water plans for their regions.

Additionally, SB 1 grants Texas entities the authority to invest outside the state in any project that
improves the quantity and quality of water available to TéXaEhis broad authoritsnay be used for

a wide variety of projects including improvements to sewage treatment and hazardous waste
management in Mexico to purchase of water supply in New Mexico and Colorado. In a river basin
twice the size of California, many opportunities exist to improve the quantity and quality of the water
available to Texas.

However, it is not clear that the federal tax code will permit the use of tax-exempt bond revenues in
Mexico. There are also potential conflicts with Mexican ¥wUntil Texas tests the out-of-state
investmentauthority in SB 1, neither the state nor local governments will be able to plan cross-border
projects with any degree of confidence. Therefore, it would be wise for the Legislature to authorize the
TWDB to initiate an appropriate project in order to discover potential impediments to investment in
Mexico, and to report the results to the 77th Legislature.

In conjunction with SB1's emphasis on local planning and local solutions, local units of government

may benefit from interlocal agreements with their counterparts in Mexico. Every city on the Texas side
of the Rio Grande has a larger sister city immediately across the river. Interlocal agreements within
Texas have been effective tools for increasing the efficiency of services and for solving mutual problems.
Texas cities would benefit from having the authority to enter into agreements with their Mexican sister
cities. SB 1 envisioned the advantages that

could accrue to Texas if the wastewater effluenj.
from Mexican cities could be treated properl )
To complement the authority provided by SBff Anytime you see a patch of brush
to engage in projects outside the state’s bordf] in the Valley, you see a birder

which will benefit the State, the Legislatur] \wjth binoculars. That is part of

e e e etoon aateume] - OUI €CoNoMIC base: former Texas
9 9 Secretary of State, Tony Garza

with local governments in Mexico for projects
mutual benefit.  This recomendation is
discussed in another section of this report.

\

Protecting the Riparian Environment

Finally, the aggressive efforts of federal agencies to stop the flow of contraband and illegal immigrants
involvethe use of vehicles which cause erosion and otherwise damage sensitive riparian habitats. The
hard-won wildlife corridors along the Texas side of the Rio Grande are particularly vulnerable. 1t may

140 Tex. Water Code Ann. §15.401; §15.404, Subsection (a); §15.001, Subdivision (6); §15.002,
Subsection (b); 817.001, Subdivision (7); 817.278 (Vernon 1998).

141 Interview with Professor Roberto Rosas, Saint Mary’s School of Law concerning the Mexican

concept ofamparq the right of any Mexican citizen to force governments to honor laws or contractual agreements.
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be worthwhile for the Legislature to direct the Texas Parks and Wildlife Department to open
negotiations with the relevant federal agencies to find ways to reduce the damage.

Water Supply
The Rio Grande is operated under several international treaties and an interstate compact. The last
treaty governing water supply was adopted in 1944 when the Rio Grande served the needs of only one
million people who had a smaller economy and a simpler way of life. Today more than 10 million

people live in this region that is home to
three of the fastest growing

. . . w
metropolitan areas in Americ&. _
Moreover, the population of the area i ?a”k “L”:S”ggggga“,ﬁgizda_mona Feteen! Incrfg 5
predicted to increase more than 6§ , el Toes 327
percent irthe next 25 year$? As the 3 McAllen-Edinburg-Mission 29.2
border cities expand and the econo ‘5‘ EIOIS|e C'g" '_ffjaho ggg
: N H : H H aples, Florida .
Indl_JS'[rIahZE,‘S in this agricultural 6 Fayetteville-Springdale-Rogers, Arkansas 23.7
region, the demands for W_ater angy 7 Austin-San Marcos, Texas 23.1
conflicts over water are likely tof] 8 Phoenix-Mesa, Arizona 22.7
increase. El Paso and the Rio Gran io FB’fOVO'OV,ﬁmHUt?h Sa Benito. T 221:13
rownsville-Harlingen-San Benito, Texas .
)‘j/?f”ey face water Shﬁrtagells’ but f|0 *Bold Letters designate areas in the Texas border region*
ifferent reasons. The Valley cou

deal with its current shortages an
address future municipal and industridfigure 6: Ten Fastest-Growing Metropolitan Areas (in percentage

water needs by reallocating water frorf§™™ms) in the United States (1990-1996).

agriculture through any number of

mechanisms ranging from subsidized irrigation conservation to out-right purchases of irrigation water.
Since agriculture uses nearly 90 percent of the water available to Texas in the region belo¥_aredo,
conservation of 11 to 12 percent the water currently used for irrigation would double the municipal and
industrial supply. This solution is likely to evolve without government intervention since the Rio
Grande Valley is the only region of the state with an active water market.

El Paso’s ability to obtain a larger supply of surface water is limited by institutional barriers. El Paso
is expected to need 128,176 acrefédty the year 2000 increasing to about 214,404 acre-feet by
20501 However, all of the 1,000,000 acre-feet of water produced annually by the Elephant Butte

142 steve H. Murdock, Department of Rural Sociology at the Texas Agriculture Experiment Station of

Texas A&M University, “The Population of Texas: Historical Patterns and Future Trends Affecting Recreation and
Wildlife Management,” (1994).

143 comptroller,_supraote 29 at 91.

144 Unpublished data provided by the Rio Grande Watermaster (1996).

145 One acre foot of water is equivalent to 325,851 gallons of water, the amount need to cover an acre
with a foot of water.

146 Comptroller,_supraote 29 at137.
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reservoir is dedicated entirely to irrigation under the terms of the Congressional appropriation that
authorized the Bureau of Reclamation to build the Rio Grande Project, ElephantButte.

El Paso uses only about 56,000 acre-feet per year from the Rio Grande, which it obtains from the
irrigation allocation of land it has purchased within the El Paso Water Supply and Improvement
District. The city supplies the remainder of its needs from groundwater which is rapidly deéfining.

The irrigation district receives atotal of 275,000 acre-feet petyedmarez is entitled to 60,000 acre-

feet, but receives only 50,000 because of problems with its canal. In any event, Juarez relies entirely
on groundwater for municipal and industrial purposes. The river water is used for irrigation.

At the same time, agricultural use is expected to decline by 36 percent as the number of area ranches
and farms decreases and more efficient methods of irrigation are implerttérivtate appropriate

federal water allocation policies to permit reallocation of agricultural water to municipal and industrial
purposes could provide El Paso and Juarez with a generous supply far into the future. Solutions will
not reside solely in effective water management in the mufit@gabut hinge on binational
cooperation as well as basin-wide management of the resource.

Drought Update

The drought that has affected the region since 1995 is a further complication for the border’s water
supply. The economic consequences of the drought are roughly equal to the December 1994 peso
devaluation which devastated border retail sales and slowed Texas exports to'fieXittay 1996

study by Texas A&M estimated that total agricultural revenues could fall by as much as $2.4 billion
unlessthe drought endS? Producer losses at these levels could translate to a decline of about 0.5
percent of the expected 1996 Texas Gross State Product of $527.2'Killivigated agriculture in

the Rio Grande Valley accounts for more than 80 percent of the total cash receipts for agriculture in the
Valley, averaging $460 million a year for the last five yé&r3he drought in 1998 alone has cost the
border region roughly $100 million in losses to its cotton, grain sorghum, sugar cane, and cdrh crops.

147 jack Hammond, Texas Rio Grande Compact Commissioner, interview, April 29, 1996.

148 Ernest C. Rebock, El Paso Water Utilities, May 7, 1996.

149 |BWC Bulletin No. 63, p. 10. Actual amounts vary according to complex calculations by the Rio

Grande Compact Commission.

150 comptroller,_supraote 29 at 137.

151 John Sharp, Comptroller of Public Accounts, “Texas and the 1996 Drought: A Special Economic

Report,” June 1996.

152 |4
153 g,

154 John Sharp, Comptroller of Public Accounts, “Lower Rio Grande Economic Profile,” July, 1997 at 1

155 “yalley’s drought lossemayreach $97 million,” Austin American-Statesmdnne 5, 1998
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Agricultural production traditionally generates at®b®0 nillion in the Valley, but projections suggest
that the region will only see $360 million this year.

Water Quality

Texas is the terminus of the Rio Grande/Rio Conchos Basin, and must deal with the waste accumulated
in the water during its 1,254 mile journey to the Gulf of Mexico. Unprepared for NAFTA-related
growth, the border lacks adequate wastewater facilities, water treatment plants, sewage systems, and
municipal water systems. [See Table 3, “Sanitation in the Rio Bravo Basin.”] Pollution of the Rio
Grande is a serious threat to the safety and security of residents in the border region. Fifteen Texas
border communities had ten or more violations forcaaptable bacterial contamination in their
drinking water between 1979 and 1995, and nine systems had from three to ten. Bacterial levelsin the
stretch of river downstream from El Paso-Juarez are so high that it is perpetually unsafe for swimming.

According to the TNRCC, routine monitoring of the river does not occur at a frequency or in enough
locations to ensure that surface waters are safe enough to si®in®inly the waters of the Amistad

and Falcon reservoirs are considered safe enough for swimming. The two sections from El Paso to
Presidio and the tidal reach below Brownsville are safe for contact with skin, but not for swimming. The
remainder of the river is not considered safe for any contact with humat’skin.

Table 3: EPA Table A: Sanitation in the Rio Bravo Basif®

Location Dischargein % Population | % Populations | Facility Planning
million gallons per | with potable with sewer Stage
day (Mgd) drinking water services**
Matamoros* 24 85 70 | e
Rio Bravo 2.7 95 65 | @ -
Reynosa 16 98 74 Planning initiated
Nuevo Laredo 22.7 87 79 Facility Completed
Piedras Negras 5.7 82 60 Planning initiated
Ciudad Acuna 4 92 50 Planning initiated
Ojinaga 1.7 94 80 Planning initiated
Juarez 75 90 84 Planning initiated
*Matamoros’ discharge goes into the Laguna Barril rather than theloes not refer to treatedastewater
Rio Grande

156

157

158
table A.”

Comptroller,_supraote 29 at 125.

“U.S. - Mexico Border Water Quality Issues,” Preliminary EPA Region 6 map, March 12, 1996.

EPA - Region 6, draft, “Watershed based analysis of infrastructure needs US/Mexico Border, 1996,
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Some of the highest levels of fecal coliform contamination have been recorded in the segment
downstream of International Amistad Reservoir, in the reach of Laredo/Nuevo E3réderage fecal

coliform concentrations measured at stations upstream (66 colonies/100 ml) and downstream (10,714
colonies/100ml) of Laredo have shown a 160-fold difference and suggested significant contamination
between the two point§? On April 17, 1996, a new wastewater treatment system was constructed to
address this contamination. The new system treats 90 percent of the city’s sewage that in the past had
accounted for 23 million gallons of untreated sewage flowing into the Rio Grande every day. The
wastewater system was a $50 million cooperative project by the U.S., Mexico, and Texas, with all
parties contributing to the financing. The Mexican government paid 2/3, the Texas Legislature
appropriated $2 million, and the U.S. government paid the balance.

Despite the completion of the Nuevo Laredo treatment system, 105 million gallons of untreated sewage
continue to enter the Rio Grande every day from the remaining cities of the border, five times the
volume of Nuevo Laredo’s former discharge. Juarez, a city of 1.2 million residents, has never had a
public sewer treatment plant and accounts for 71 percent of the untreated sewage discharged into the
river. The Border Environment CooperatioondmissioBECC) has approved the construction of two
wastewater treatment plants for the city at the cost of $31 million.

Currently, the Juarez wastewater collection systems carry the waste to a series of canals known as the
aguasnegras or black waters, that drain into an open ditch that runs parallel to the Rio Grande. In
theory, authorities bar farmers from using sewage to irrigate crops for human consumption. However,
the practice still persist§* The water is mixed with groundwater during the growing season to irrigate
fields 30 miles south of Juaré?. During the winter, when the fields do not need irrigation, the water
commissiorhas recorded that 39 million gallons of untreated raw sewage enter into the rivéidaily.

Additional evidence of the magnitude of the problem came from the “Binational Study Regarding the
Presence of Toxic Substances in the Rio Grande/Rio Bravo and its Tributaries along the Boundary
Portion between the United States and Mexico.” This study was conducted by TNRCC, the U.S. EPA,
the Texas Parks and Wildlife Department, the Texas Department of Health, the Comision Nacional de
Aguas, the Secreteriade Desarrollo Social, and the International Boundary and Water Cortffhission.
Toxicity levels exceeded the screening criteria in all of the 45 sites tested. In the tests of fish, 92 percent

159 w1904 Regional Assessment of Water Quality in the Rio Grand Basin” Clean Rivers Program of the

Texas Natural Resource Conservation Commission (TNRCC), 1994 at 3.
160 1d. at 4.

161 «“NAFTA has failed to halt Rio Grande pollution problems,” Dallas Morning Ne\wse 9, 1997 at

10.

162 Comptroller,_supraote 29 at 125.

163 Dallas Morning Newssupranote 161at0.

164" International Boundary and Water Commission, El Paso, Binational Study Regarding the Presence of

Toxic Substances in the Rio Grande/Rio Bravo and its Tributaries along the Boundary Portion between the United
States and Mexic(1994).
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ofthe samples exceeded the criteria. These results were obtained despite the fact that the samples were
one-day “snap-shots” which do not have the sensitivity of long-term monitStifgrthermore from

1969 to the present, the Rio Grande and its tributaries have had an increasing level of salinity in the
water®® As salinity increases, the quantity of water that can be used for drinking or irrigation
decreases. Controlling salinity is very difficult and costly. A standard method of controlling salinity

is to introduce more fresh water into the supply, but this method is not a viable option since the Rio
Grande serves as the main source of water for the region. Additional methods include the construction
of desalination plants, but this method is quite experisive.

In order to address the need for an adequate environmental infrastructure in the border region, the
Border Funding Agreement established the North American Development Bank (NADBank) to provide
funding for environmental projects and the Border Environmental Cooperation Commission (BECC)
which submits project proposals to the NADBank for approval and allocation of funds. The BECC is
composed of a Board of Directors and a Public Advisory Citten both of which have Texas
representatives. As of March 1998, NADBank has approved more than $470 millionin loans for more
than 20 projects benefitting almost eight million people throughout Mexico and the border statesin the
US!%® Table 4 illustrates the wide range of projects approved by NADBank to address border
environmental concerns. Various studies have estimated that in the water supply, wastewater treatment
and municipal solid waste areas alone, $6-8 billion in investment in environmental infrastructure is
necessary in the border region in order to preserve and protect the health and welfare of itStitizens.

One of the most productive uses of SB 1 authority to invest in projects that will improve the quality and
gquantity of water available to Texas is cooperative construction of wastewater treatment plants in
Mexico. The TWDB should promptly initiate a pilot project to test the practicality of that SB 1
authority.

165 Texas Center for Policy Studies, The 1994 Rio Grande Toxics Study: An Evaluation and User’s

Guideat 3 (1995).

166 5. Miyamoto, L.B. Fenn, D. Swietlik, Texas A&M University, “TR169 Flow, Salts, and Trace

Elements in the Rio Grande: A Repotittp://twri.tamu.edu/reports/1995/1.69

167 Comptroller,_supraote 29 at 125.

168 g

169 «Overview of NADBank: Border Regionfittp://www.nadbank.ora/English/About_Bank/
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TABLE 4: Summary of North American Development Bank Projects and Loan Activi
through March 1998(Bold Indicates Projects in Texas)

Air Quality

Location Project Total Cost | Approval | Residents to

Benefit

Agua Prieta, Sonora construction of solid waste landfill $2nhillion Nov-96 8Q000

Mexico

Alton, Texas wastewater collection and treatment project $14.8 million Jun-97 6,000

Brawley, California water treatment improvement $24.8 milliof Sep-94 26,00(4

Juarez, Chihuahua, Mexicg construction of two wastewater treatment plants an&31.1 million Sep-97 1,150,000

improvement of collectors

Del Rio, Texas water treatment plants and improvements $40.2 million Mar-98 42,000

Douglas, Arizona upgrade of water and sewer systems n$iidn Jan-96 14000

El Paso, Texas expansion of wastewater treatment facility with a | $11.7 million Nov-95 90,000

water reuse system
El Paso, Texas Jonathan Rogers Water Treatment Plant expansio $37.8 million Dec-97 668,000
El Paso, Texas wastewater treatment self-help loan project for the $155,000 Jul-96 900
colonias of El Paso County

Ensenada, Baja California,| rehabilitation of existing system and construction o] ~ $8.1 million Sep-95 250,000

Mexico new wastewater treatment facility

Matamoros, Tamaulipas, sanitary sewage plant i$illibn Jan-96 23000

Mercedes, Texas expansion of water supply, wastewater collection, $4.1 million Nov-96 14,000

and treatment system

Mexicali, Baja California, sanitation system expansion and construction $50.3 millign Dec-q7 601,00

Mexico

Naco, Sonora, Mexico water supply expansion and sewage plant improvenents $1 million Ap}-96 6,dP0

Nogales, Sonora, Mexico construction of new aqueduct, regulating tanks, gnd $39million Jan-96 215,000

waterlines

Puerto Penasco, Sonora, construction of a new solid waste landfill $2.2millpn Nov{96 32,0|'0

Reynosa, Tamaulipas, rehabilitation and construction of sanitation systeny $80 millior Mar-9 420,00II

Mexico

San Diego, California expansion of South Bay Reclamation Plant $89ch Jun-97 1,900,000

Somerton, Arizona construction of wastewater treatment plant ndilidh Nov-96 7,000

Tijuana, Baja California, San Antonio dé.os Buenos Sewage Treatment Plarg  $18.1million Jun-97 1,100,000

Mexico improvements

Tijuana, Baja California, expansion of wastewater treatment plant $177,0qo JunPp7 990,”00

Many ofthe programs created by the TNRCC are driven by federal regulations such as the Federal
Clean Air Act, the National Ambient Air Quality Standards, and regulations of the U.S. Environmental
Protection Agency (EPA). Because of the joint nature of air pollution problems along the Texas/Mexico
border, many problems are international in scope and require binational commitment.
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El Paso and Ciudad Juarez form a metropolitan area with the population of Houston in a high desert
basin that is subject to air inversions in which a layer of cold air blankets a layer of warm air, trapping

pollution near the ground. This entrapment lays the foundation for the air pollution that plagues the
region.

Since the 1970's, botlities have experienced tremendous industrial growth that has resulted in
increased air pollution. By 1990, El Paso and the State of Texas had instituted programs to reduce the
major sources of air pollution on the Texas side of the border, including automobile emissions and the
emissions othe ASARCO copper smelter. Despite these measures, El Paso remains an air quality
noncompliance area under the U.S. Clean Air Act standards. A lack of data on Juarez emissions has
made it difficult to quantify how much Juarez contributes to this problem, but the obvious culprits
include brick kilns fired with used tires and other wastes, backyard kilns making asbestos brake linings,
unpaved roads, open dumping, quarries, automobile painting, and rebuilding shops.

On May 7, 1996, the U.S. and Mexico signed a joint agreement amending Annex V of the La Paz
Agreement for binational management of the El Paso/Juarez air basin. The agreementincludes El Paso
County, parts of Dofla Ana County, New Mexico, and the metropolitan area of Ciudad Juarez that are
within 100 kilometers (62 miles) of the border. AnnexV and commitments made under the Integrated
Border Environmental Plan (IBEP) provide a legal mechanism for Mexico and the United States to
conduct joint air studies and to develop emissions inventories in El Paso/Juarez.

One unusual aspect of the agreement is that it sets up strong local input into the binational regulation
of air pollution. It established a “Joint Advisory Committee for the improvement of Air Quality” to
advise the Air Work Group established under the La Paz Agreement. The Committee consists of 20
members, half of which are from the United States. Two of the American representatives are local
government officials from Texas and New Mexico, five are public citizens from the area, and the
remaining two were appointed by the federal government and the state governments of Texas and New
Mexico.

The Mexican contingent consists of one representative from the city government of Juarez, one from the
health authority of Ciudad Juarez, and five public citizens from the area. The remaining three members
are from SEMARNAP, the Mexican environmental agency, one from the federal health agency (SSA),
and one from the environmental agency for the State of Chihuahua.

The U.S. Environmental Protection Agency is currently considering the development of integrated
strategies to implement potential new ozone and particulate matter standards, and new rules for a
regional haze program, under new proposed federal standards known as the integrated National Ambient
Air Quality Standards (NAAQS). These new standardgpose significant costs for regulated areas

and industries, but it may also address complex and persistent air quality problems in border areas such
as El Paso. In addition, the binational Air Workgroup will support the development of a subgroup on
border vehicle congestion to review ongoing efforts and make recommendations on innovative ways to
reduce air pollution attributable to congestion at border crossings. This body will make
recommendations to the workgroup in December 1898.

10 Further information on EPA-CICA border air programs is available at

http://www.epa.gov/ttn/catc/cica/
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A striking example of the effects of Mexican pollution on Texas is found at the Big Bend National Park.
On a clear day, in the past, visitors could see almost limitlessly across the majestic landscape. Butin
recent yearsulfur dioxide emissions from Mexico have cut visibility from the normal 150 milesto less
than 50 miles in the summer, and as little as nine miles on som&dBygBend is Texas’ second

largest tourist attraction, and the state’s mostimportant eco-tourism area attracting more than 330,000
visitors per year.

The sources for the pollution were identified in ajoint study by the U.S. National Park Service and the
Mexican governmentreleased in May 1998 as coal-fired electricity plants and other industrial sources
in both Texas and Mexicd? The largest sources of these emissions are the Carbon | and Il coal-
burning power plants near Piedras Negras. Both power plants use low grade coal, but Carbon | lacks
the equipment to remove particulate, and neither plant is equipped to remove sulfur dioxide.

Carbon | and Il are especially disturbing examples of the complex problems of cross-border air
pollution. The power plants have been easily identified as point sources for the pollution, and unlike
the multiple sources that cause the air pollution in EI Paso and Juarez, should be relatively easy to
remedy. The cooperation and agreements between El Paso and Juarez against air pollution indicate
clearlythat government initiatives can be successful, but in the case of Carbdi taadailure to

address the problem is acutely painful.

Hazardous and Solid Waste
A serious threat to the water supplies and

health of border residents is the improper N
disposal of hazardous and solid was . U.S. hazalous waste manifest®reliminary copies
Industrlallzatlon along the border Creat of manifest are received monthly from U.S. Custongs
ticul bout th ports along the U.S.-Mexico border. Final copies of
partcular Congerns abou e_ G]LH, the manifests are received monthly from state
nature, quantities, and proper disposal agencies in EPA Regions 6 and 9.
hazardous waste. A majorissue since t S _ _
implementation ofthe La Paz Agreeme . U.S. TSD facility ntifications of intent to receive

. . . . hazardouswaste- Notifications are received monthly
is the location of permltted dISpOS from state agencies in EPA Regions 6 and 9.
facilities. According to the terms of th

agreemenmeither the U.S. nor Mexico . Mexican guia ecologicasFor generators located in

; ; Mexican border states, Guia Ecologicas are enteredq
can construct a hazardous or radioacti into Haztracks by SEMARNAP subdivisions located

waste dISpOSGJ faC”'ty within 100 in these states. For generators in the interior states
kilometers (62 miles) of the borde INE performs the task. The U.S. and INE exchangg
Haztracks on a monthly basis.
(Source EPA)

Figure 7: Documents used by Haztracks to monitor the
exchange of hazardous waste between the U.S. and Mexico.

171 National Park Service, State of the Park Report: Big Bend National Park, Rio Grande Wild and

Scenic RiverJanuary, 1996.

172 Comptroller,_supraote 29 at 129.
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without binational consultain.'”® The location of a proposed Low-Level Radioactive Waste Disposal
Facility at Sierra Blanca, a small town 16 miles from the border, has caused tension between Texas and
Mexican officials from border communities. Mexican officials have protested the sémeptty

arguing that the location of the facility so near to the border directly violates the La Paz accord. The
site at Sierra Blanca, if constructed, will house low-level radioactive waste from nuclear plants,
hospitalsand research institutes in Texas, Vermont, and Mafr@pponents of the facility point out

that since no other state has proceeded to construct a facility, the Texas site is likely to become the
defacto dumping ground for the nation.

The issue threatens to undermine binational cooperation between the two governments. Texas’ failure
to honor the objections of Mexican border communities has cost Texas the high ground in negotiating
with Mexico on waste managementissues. As a Mexican Senator noted during these disputes, “Is there
any sense in entering any international agreements if they are going to be viblatade’ final

decision will rest in the hands of the TNRCC who will decide to grant the facility a license or not.

Hazadous waste contaminates the Rio Grande River and local aquifers and enters the shared air as dust
and fugitive emissions while solid waste washes into the river and the Gulf of Mexico to contaminate
the tourist beaches as far north as Mustang Island. More than 160 illegal dumps have been identified
in Texas counties adjacent to the river since 1981.

The maquiladoras use large quantities of hazardous materials including solvents, acids, reagents, paints,
and resins. These raw materials become hazardous waste during industrial processing. The amount
ofwaste produced in any particular process can be predicted from standard industrial practice, and this
prediction is a standard item included in industrial planning and auditing.

Article 55 of Mexican Environmental General Law requires that hazardous waste generated by
maquiladora industries using duty-freeBiond” raw materials, must be transported back to the country

of origin for disposal. Additionally, further agreementgmmexesto the La Paz agreement in 1983
providedspecific actions, policies, and responsibilities for various areas of environmental concern.
Annex lll dealt with the regulation of transboundary shipments of hazardous wastes and substances.
Annex Il sought to ensure that the transboundary shipments of hazardous wastes and substances
between the U.S. and Mexico were conducted in such a manner as to "reduce or prevent the risks to
public health, property and environmental quality.” It should be noted that Annex Il was not a
hazardous waste trade ban; merely a regulatory agreement with the following provisions:

173 LaPaz Agreement, Annex V, formally the Agreement Between the Government of the United States

of America and the Government of the United Mexican States on Border Cooperation for the Protection and
Improvement of the Environment in the Border Area, 1983.

174 Brad Prendergast, “Mexico denounces waste site near border,” Austin American-Stafesmadr8,

1998.

175 Gary Scharrer, “Mexican lawmakers to fight waste dump,” El Paso Tilnas 18, 1998.

176 Unpublished data provided by TNRCC.
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. The Parties agreed to definitions of both hazardous wastes and substances based on their own
domestic laws.

. The United States and Mexico state that they will seek to enforce their national environmental
laws "to the extent practicable.”

. Both signatories agreed that an exporting nation must notify the importing country in writing
of any shipments of hazardous waste across national borders.

. The importing country has the right to refuse entry of any shipment of waste it feels is
environmentally harmful.

. The written notification must contain information about the contents and quantity of waste, the
point of entry, the means of transport, and a description of the treatment and storage of the
waste.

. The exporting country must readmit any shipment of waste for any reason.

In addition to these regulatory provisions, Annex Il also providegehanism for the parties to
exchange information and provide "mutual assistance" in the enforcement of environmental laws in the
border regiort!’

In 1993, Mexico’s Secretariat of Commerce and Industrial Development (SECOFI) noted that as little
as 30 percent of the maquiladoras’ waste actually returned to the country of Grigdditional
estimates by the World Bank suggest that as much as 80 percent of the hazardous waste is not
repatriated, but remains stored on-site or is otherwise illegally disposed of in M&xitd.exas, only

1,800 tons of hazardous waste from Mexico were treated in commercial waste dispagas,facil
although itis estimated that the actual waste that should have been retayhade been four times

that amount® The apparent discrepancies between the amount of waste that should be returned and
the actual amount U.S. facilities treat is a cause for concern.

In response to a need for more successful methods of tracking the movement of hazardous wastes across
the U.S./Mexico border, the EPA and the Mexican Environmental Ministry created Haztracks.
Haztracks is a binational database that records the shipment of imported and exported wastes between
the U.S. and Mexico. The database uses various documents for tracking hazardous waste exchange
between the U.S. and Mexico compiling them for easier use.

The desire to find more effective methods of tracking the movement of hazardous waste is of particular
importance to Texas. Ifany wastes produced in the maquiladoras along the border are illegally dumped,
they will most likely be dumped or illegally stored within the Rio Grande watershed. The TNRCC, by
the directive of the 75th Legislature in SB 843, has been required to study the cost and effectiveness of
electronic methods used to track waste that is returned to the U.S. from Mexico. Itis believed that an

177 additional information available altttp://gurukul.ucc.amezan.edu/TED/LAPAZ.HTM

178 TNRCC data available ttp://www.tnrcc.tx.us/exec

179 The World Bank, “The World Bank Executive Project Summary: Mexico: Northern Border

Environment Project, 1993," (1993).

180 Texas Water Commission, Trends in Hazardous Waste Managéres).
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electronic tracking system can provide a reliable method to track the amount of hazardous waste that
canbe returnedtothe U.S. as well as the timing, method of transport, and destination of the waste. The
results of this study will be presented to the Legislature in January 1999.

Additional Environmental Programs

In 1987, the 70th Legislature created the Advanced Research Program (ARP) and the Advanced
Technology Program (ATP) to promote economic diversity within the state by funding research grants
to Texas faculty members. The programs arose during a time when a decline in oil revenues had
severely damaged the state’s econdthyThe state hoped by funding these two programs it could
stimulate scientific research and technological development to improve the state’s economy.

The goal of the ARP and ATP was to generate a pool of highly trained specialists in Texas, to develop
new technologies, and to support research that strengthens existing Texas industries. In pursuit ofthis
goal, the Texas Higher Education Coordinating Board is charged with administering the programs that
receive $60 ritlion biennium?!® Projects are funded in a total of 24 specific areas designated by statute.
The ARP devotesitsresearchto 12 fields to retain and attract the best students and researchers in order
to create the knowledge base needed for innovation. The ATP funds 12 domains of study to promote
the state’s economic growth and diversification by increasing the number and quality of scientists and
engineers iMexas; enlarging the technology base available to industry; creating new products and
services; and attracting new industries to Texas.

Between 1991 and 1997, the ARP and the ATP have approved 1,485 projects for a total of $240
million in state funds®® The Legislature should consider designating specific border environmental
issues, such as water quality and availability, as high priority research areas to be funded through the
Higher Education Coordinating Board’'s Advanced Research and Technology Programs. The
designation of border environmental issues as high priority for funding and research will help direct the
most capable students and researchers to direct their abilities toward these concerns.

International Interlocal Agreements

Interlocal agreements are a mechanism, long used in Texas, by which local governments can contract
to share certain responsibilities, functions, facilities, or funding. International interlocal agreements are
identical except in details of implementation because of different laws and legal systems. Although
NAFTA did not address international interlocalegments, itincreased the need for local governments

on the border to address problems that are not contained by the border. Although U.S. law permits
international interlocal agreements, local governments in Texas must have specific authorization to do
So.

181 Texas Higher Education Coordinating Board, “ARP/ATP Progress Report (1993 projects).”

182 Id

183 Texas Higher Education Coordinating Board, “Advanced Technology Program and Advanced

Research Program Report of Awards,” March 1998
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Existing Authority

Any combination of Texas local governments and the State may currently enter into interlocal
agreements for both operations and financing. Furthermore, a political subdivision afiégjan

with a public or private entity located proximately in New Mexico, Oklahoma, Arkansas or Louisiana
for avariety of purposes including financing shared public infrastructure projects. U.S. and Mexican
law theoretically give local governments extensive powers to form international interlocal agreements.

Not Necessarily a Federal Law Question

The United States Constitution does not prohibit all contracts between the states and foreign powers,
nor do they all require acts of the U.S. Congress to take effect. The constitutional prohibition on states
entering into treaties with foreign powers has been interpreted by the U.S. Supreme Court as not
prohibiting contracts or requiring the consent of the U.S. Congress when such contracts do notinfringe
on the sovereign powers of the U.S. government. Consequently, a contract between the state or its
political subdivisions and Mexico or its states and political subdivisions is permissible without
Congressional approval if it does not infringe upon the sovereign powers of the U.S. government.
However, Texas law does not grant specific authority to its subdivisions to form international interlocal
agreements.

If Texas were to grant its subdivisions the authority to form international agreements, federal law
requires them to satisfy a three-tiered level of legal review, according to case law in this field. First, a
contract which affects sovereign powers of the U.S. government is permissible only if approved by
Congress. Second, a contract which does not affect the sovereign powers of the U.S. government may
be entered into without the consent of Congress, but would still be restricted by existing policies of the
U.S. government, as authorized by a treaty or executive agreement entered into by the President of the
United States with a foreign power. Finally, a contract which does not affect sovereign powers of the
U.S. government, and for which no federal policy exists either through a treaty approved by the U.S.
Senate or through an executive agreement approved by the President under his exclusive powers in
international matters is permissible under federal law without constraint. However, the conditions of
Texas statutes and local ordinances and of Mexican federal, state, and local law would apply to the
agreement.

Existing Federal Policy

Executive agreements approved by the President under his exclusive powers in international matters
have the same legal strength of a treaty ratified by the Senate and any other law passed by Congress.
One such executive agreement between the U.S. and Mexico is an agreement between President
Johnson and President Diaz Ordaz. That agreement, commonly referred to Agrésmeént
Regarding Economic and Social Dey@hent of the Border Area By Means obPerative Actior,

was adopted on December B966®* This Agreement remains in force, and empowers local

184 This agreement is noteworthy in several respects. First, it expressed the interest and determination of

two countries to fmprove the relations between the ‘frontier cities’ of both countri€gcond, it establishes the
governmental purpose and the policy objectives for the Agreement as well as for the two countries themselves, as
“rais[ing] the standard of living of the respective communities, from a social and cultural as well as a material
point of view’ that is, economic development. Third, it impliedly adogtsdperative actichas a means for

achieving this goal. Fourth, it utilizesdoperative actiohto elevate the standards of living in the border region and
in effect serve as a statement of federal policy encouraging the states and their political subdivisions to enter into
international interlocal agreements for economic development purposes on both sides of the border. Finally, it
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governments in both the U.S. and Mexico to engage in cooperative action to improve the standards of
living through economic development for communities on both sides of the U.S.-Mexico border.

Anotherexecutive agreement, thagreement for Cooperation in the Field of Housing and Urban
Developmentgives the Secretary of Housing and Urban Development (HUD) the authority to select,
facilitate, establish procedures to implement and manage all projects and programs initiated under this
agreement. Itgrants HUD jurisdictionto engage, on both sides of the U.S.-Mexico border, in the entire
range of activities it conducts in its “domestic” mission. Finally, it serves as a further statement of
federal policy favoring approval of international interlocal agreements between U.S. and Mexican states,
cities, and other local governmentdtiges in matters related to urban planning and development - joint
infrastructure projects- in the U.S.- Mexico border region.

Experience Along the U.S.-Canadian Border

All U.S. states along the U.S.-Canadian border have laws authorizing international interlocal
agreements. Examples include Michigan’s Urban Cooperation At9®f; Maine’s Canadian
Exchange Advisory Commission; Minnesota’s “Minnesota-Piney Airport Authority” under which the
State of Minnesota operates and owns an airport located in the local government district of Piney,
Manitoba, Canada; and the Public Contracts and Indebtedness Chapter of the Washington State codes.
Additionally, itwas noted in testimony that every state bordering Canada has a “Canada Affairs Desk”
operating within either an International Division in its Attorney General’s office, the Governor’s office,

or one of its legislative staff offices.

Bond Issue Risks

Three mechanisms currently exist for reducing the inherent risks in bond issues by Texas political
subdivisions through the purchase ofinsurance: (1) North American Development Bank (“NADBank”)
guarantees; (2) Overseas Private Investment Corporation (“OPIC”) insurance for “expropriation” and
“devaluations;” and (3) Export-Import Bank (“EXIM”) insurance to provide guarantees or insurance
againstthe most common risks inherent in international investments.

NADBank was created by dhgress to provide loans and guarantees of debt issued to finance
infrastructure and environmental cleanup within 100 kilometers along the U.S.-Mexico border.
NADBank is headquartered in San Antonio, Texas and after its recent reorganization, has beenissuing
loans.

OPIC was created by Congress to provide financing, guarantees, insurance and reinsurance of U.S.
investments in certain countries around the world. Some of the risks for which OPIC assistance is
available include: devaluations; expropriation or confiscation; war, revolution, insurrection, or civil
strife; and business interruptions caused by these risks. OPIC’s offices are located in Washington D.C.
and the Director of Insurance has advised that Mexico is not currently a “covered” country only because
OPIC and Mexico have not yet completed negotiations on the “bilateral agreement.” H@®RCer,

provides the mechanisms for federal approval of such agreements- specifically, it later amended language of the
Agreement by removing the provision regarding the Joint Commission and designating the Department of State as the
official to maintain contact between the two governments on matters related to cooperative action regarding border
development. Despite this amendment the original mission and other terms of the Agreement remain intact.
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and Mexico are continuing those negotiations at this time. Once finalized, their agreement will allow
OPIC assistance for investments in Mexico in whatever form.

EXIM Bank was also created by Congress to aid in financing and facilitation of exports, imports and

the exchange of commodities and services between the U.S. and any foreign country. In furtherance of
its objects and purposes, the bank is authorized to guarantee notes, drafts, checks, bills of exchange,
acceptances, and other evidence of indebtedness; guarantee, insure, coinsure, and reinsure against
political risks and credit risks; purchase, sell and guarantee securities; issue letters of credit; borrow and
lend money. EXIM's assistance is also available for expropriation and devaluations. Their
headquarters are also in Washington, D.C. with a regional office in Houston, Texas. The primary
difference betwee@PIC and EXIM is that EXIM assistance is available on projects with only “private”
counter-partiesiyhile OPIC assistance is available on projects with either public or private counter-
parties.

In summary, all barriers to international interlocal agreements can be removed by taking the following
actions:

1. Enact state legislation authorizing:
(a) Texas and its departments, agencies, and political subdivisions to enter into international
interlocal agreements with Mexico, its states, and political subdivisions to accomplish
any function which they are authorized to perform;

(b) Texas and its departments, agencies, and political subdivisions either jointly with
Mexican political subdivisions or individually, to engage in, own and operate, develop,
construct, repair, improve, and finance infrastructure, publicimprovementsitidgac
and activities, on both sides of the border, including the powers to borrow, spend, issue
debtand pledge revenues and/or taxes;

2. Begin discussions with the federal government regarding the following two matters of federal
policy:

(a) amend U.S. Tax Code for the following two limited purposes:

0] extend the exemption on interest earned on state and local debt to include debt
issueckither individually or jointly by U.S. and Mexican local governments to
finance infrastructure, public improvements and ilifees and other
governmental activities along both sides of the U.S.-Mexico border; and

(i)  include the NADBank, EXIM Bank, and OPIC within the “federal guarantee”
exceptions of Section 149 of the U.S. Tax Code.

(b) encourage both countries to finalize the negotiations over the bilateral agreement
regarding Mexico’s inclusion as a “covered nation” under OPIC.
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Border Health

The majority of health and human service issues affected by NAFTA center around NAFTA high-
impact communities, which are generally located along the Texas-Mexico borderfegiestimony
received athe NAFTA Committee’s hearing in Mission, Texas confirmed that access to affordable
health care is the most fundamental problem:

This s particularly noticeable in the lower socio-economic population where access to
reliable health care services is limited and therefore compounded by increased economic
growth without a comparable growth in available health services (particularly public
health) for working poor families and the indigent populatfn.

Health insurance coverage remains a critical issue throughout Texas.
- Almost 3.8 million Texans have no health insurance coverage at all,
Almost 3.8 million including 1.3 million children under the age of 18. Although
Texans have no programs such as the Children’s Health Insurance Plan (“CHIP”) or
health insurance the Texas HealthyKids Corporation are attempting to address the
coverage at all, problem of uninsured children, there is still the broader issue of service
availability. Areportfrom the Texas Department of Health’s Bureau
of State Health Data and the Health Professions Resource Center

including 1.3

million children recently found that 62 counties throughout the state do not have an
under the age of acute care hospital. Additionally, 25 counties statewide do not have
18. adirect patient primary care physicidh.

Even when individuals have insurance, other bammengexist, such

as public transportation systems that are inadequate or nonexistentin
the majority of rural border communities; language barriers resulting from an inadequate number of
qualified translators or poor translations by untrained individuals; a gross lack of financial support for
existing facilities, much less the addition of future facilities; and a lack of an effective health notification
and education systet.

185 Other health and human services issues, such as welfare or other employment-related issues, are

discussed more fully in Section lI-Free Trade Effects on Texas Employment.

186 Dr.Ron Tupper, testimony provided before the Senate Interim Committee on NAFTA, January 14,
1998, Mission, Texas.

187 Texas Department of Health-Bureau of Community Oriented Primary Care, “Primary Health Care
Program, Annual Report,” July 1997 at 1.

188 see generallyVilliams-Hastings Report, pp. 4-8 and Joel S. Meister, "Community Outreach and
Community Mobilization: Options for Health at the U.S.-Mexico Border," an issue paper prepared for HRS, April
1996.
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These problems are exacerbated by trade “flock[ing] to the border cities...onthe U.S. side [which makes
thosecommunities] among the fastest growing cities and counties in thé®tate the population
increases, so do the demands on the already over-taxed health care system. One indicator of NAFTA’s
impact is that most of the Lower Rio Grande Valley clinics providing health services have operated at
or above capacity for the past three to four yEdrsAnother indicator is the ratio of available
physicians to border residents: 101.1 to every 100,000 people, which falls far below the state average
of181.3 available doctors to every 100,000 citizens and even further below the national average of 233
available doctors to every 100,000 citizétis.

Testimony provided at one of theo@mittee
hearings noted that much of the clinic overflov - .
in Hidalgo County, representative of situationsi| M_UCh of the clinic overflow In

other border counties, is due to the large migra Hidalgo County, representative of
population there (43 percent of the total migrai situations in other border counties,

population is in Hidalgo County). As season: ig due to the large migrant
workers flow into the area- often seekin| population there...

minimum wage, basic labor, or partial o
unskilled employment- their low salaries place
them atrisk of being denied access to vital health

care serices® These individuals are therefore forced to use acute care services (emergency rooms)
for primary care treatment for services such as pediatrics, family practice, obstetrics, and gynecology.

This problem is not limited to border counties, however. According to Jonny Hipp, Administrator/Chief
Executive Officer for the Nueces County Hospital District, the Lower Rio Grande Valley is not the only
areato suffer the effects of NAFTA’'s boom--“...in Nueces County, we expect that county-level indigent
health care costs will continue to increas€?..”

Disease Rates

The impact of the lack of access to health care in the Lower Rio Grande Valley is most evident in the
unusually high rates of disease in the area. The Texas Department of Health recently conducted an
inventory of Hepatitis A, a liver disease virus present in contaminated food andtamditionally,

189 Testimony by Dr. Ramiro Casso provided before the Senate Interim Committee on NAFTA, January

14, 1998, Mission, Texas.

190 Dr. Tupper_supraote 186.

191 pr. Darryl M. Williams and Robert J. Hastings, Office of Border Health, Texas Tech University
Health Science Center at El Paso, “Research and Technology in the Underserved Populations of the Border,” April
1996 at 2.

192" Dr. Tupper_supraote 186.

193 Jonny F. Hipp, testimony before the House Subcommittee on Indigent Care and House Committee on

County Affairs, May 6, 1998, Austin, Texas.

194 Texas Department of Health, Epidemiology in Texas, 1996 Annual REpa96).

1998 Senate Interim Committee on the North American Free Trade Agreement
68




a Senate Finance Subcommittee examined whether to refurbish two state-run tuberculosis hospitals, one
of which is located in Harlingen. The findings of both these reports confirm that Texas counties
adjacent to the Texas-Mexico border have a disproportionate incidence of hepatitis A and tuberculosis,
and especially multi-drug resistant tuberculosis (‘MDR-TB”). For example, in 1996, approximately
9.6 percent of the state’s population lived in the 14 counties along the Texas-Mexico border, but
accounted for 27.5 percent of the hepatitis A cases that¥ear.

Although hepatitis ranks among the most common infectious diseases found in our state, there is still
no hepatitis A vaccination requirementdbildren to enter school. To combat this situation, the Texas
Department of Health has initiated a federally-funded vaccination program in high and intermediate risk
communities- such as Cameron, Hidalgo, Maverick and Webb counties- to pay for the majority of
vaccine doses administered to childrenin these areas.

It is unclear whether the Texas Department of Health can require school entry vaccinations only at
geographically-targeted school distri€{sA mandatory program may be necessary because the Texas
Department of Health has generally found voluntary programs to have low rates of compliance. Given
the nature of the public health threat from hepatitis A, and given that vaccinations are already required
for hepatitis B! it is advisable for the Department to further investigate the possibility of requiring
hepatitis A vaccinations of school age children. While the federal government provides full funding for
vaccines tahildren living in high-risk areas and in certain intermediate-risk communities, the fiscal
implications of a statewide requirement are less ¢téar.

Long considered a “dead” disease, tuberculosis is re-emerging in the alarming

The number form of MDR-TB. The number of MDR-TB cases in Texas has risen

of MDR-TB dramatically inthe pastfewyears. For example, there were 13 reported cases

cases rose in 1995 compared to 21 in 1996- an increase of 38 percent over ort&year.
. Likewise,

38% in just

one year nationally, the number of tuberculosis cases increased by 20

(1995 to percentrom 1985 to 1992. In Texas, the number of cases

1996). rose 32.7 percent during the same period. More recently, the

195 Dr. Frederic E. Shaw, “Targeted School Entry Requirement for Hepatitis A Vaccination in Texas:

Analysis,” Memorandum to SmithKline Beecham Pharmaceuticals regarding a targeted school entry requirement for
hepatitis A vaccinations in Texas (December 11, 1997). Dr. Shaw is a leading consultant in epidemiology and
disease control from Washington, DC.
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number of [Texas] cases...grew from 2,393 in 1993 to 2,542 in 1996, an increase of 6
percent®

One-third of the world’s population is infected with TB, and each year there are 8 million new cases and
3 million deaths attributable to T8 About 10 percent of all those infected with TB will eventually
develop the actual disease. TB is further exacerbated by the fact that it coincides with an increase in
the Acquired Immunodeficiency Syndrome (AIDS). Almost 10 percent of the world’s tuberculosis
cases are attributable to the virus that causes AIDS- Human Immunodeficiency Virus (HIV), because
TB exposure to weakened immune systems makes it more likely TB will develop.

Anincreasing proportion of cases in the U.S. are found in individuals born in areas of the world where
TBis common, such as Latin America and Asia. Cases coming from outside the U.S. increased from
22 percent of the national total of cases in 1986 to 36 percent in"%#9961995 World Health
Organization study concluded that Mexican tuberculosis rates were 110 per 100,000 people compared
tothe U.S. rate of 10 cases per 100,000 people. Mexico’s higher TB rates are ostensibly due to the lack
of diagnosis and/or treatment. Our 950-mile long shared border with Mexico -which has along history
of blended communities, both culturally and economically- also makes it more likely that TB cases in
Mexico will continue to flow across that border and into Texas communities.

As a border state, Texas faces a unique challenge in managing and treating tuberculosis. The foregoing
facts would argue that there is an undeniable need for Texas to continue-if not expand- its current TB
services. Furthermore, this report argues that the existing facilities-located in San Antonio and
Harlingen- are appropriately situated to deal with TB in Texas. However, testimony provided to the
Senate Finance Subcommiffeshows that both these two state-run facilities are in need of
rehabilitation to bring them up to new building code

standards. The question facing the Legislature is whetk
toinvestin repamngtheeX|st|n_gfaC|I|t|esorbwld_ane The South Texas Hospital is
ones. Although the Senate Finance Subcommittee .

primary jurisdiction over the matter, it may b: the primary source for most
worthwhile to point out that the South Texas Hospital indigent health care services
situationis unique because itprovides primarycareto. in the Lower Rio Grande
indigent community, in addition to TB services. In fac Valley. Therefore, closing it
elimination of the services associated with this particu . .
facility would put a large indigent population at risk ¢ down _IS not a viable
increased health cqptications. alternative...

200 Texas Department of Health, “Staff Performance Report to the 75th Legislature,” page 97 (1996).
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The South Texas Hospital is the primary source for mostindigent health care services in the Lower Rio
Grande Valley. Therefore, despite the fact that the TDH has put forth an option to close down STH,
thatis not a viable alternative for the Lower Rio Grande Valley or the State in its efforts to mitigate the
spread of TB. There are several reasons for this. First, many patients are not able to travel to San
Antonio or Galveston for treatment, either because they work 40-hour weeks or have unreliable
transportation. Second, often indigent patients wait until their illness is significantly in an advanced
stage before seeking treatment. This means that their treatment could last for long periods of time,
which would require these individuals to be separated from their families and support networks. Third,
Texas’ definition of “resident” makes no reference to U.S. Citizenship- itis merely espousinerath *

toreside in Texas. This means that severalindividuals treated at South Texas Hospital as indigents are
Mexican citizens, and could not pass border inspection points. However, the denial of treatment is not
advisable as these patients could spread their iliness to others around them, including other Texans, and
raise the overall costs of indigent patient treatment in the Lower Rio Grande Valley. Finally, as
economic developmenttools, hospitals help create jobs and generate spending and investmentin their
communities- South Texas cannot afford to lose any of its economic development generators at this
critical time.

Solutions

It is both practical and efficient, to suggest the use A&M’'s School of Rural Public Health as a
complementary entity for the Regional Academic Health Center, or “RAHC.” The RAHC is a two-year
medical school for third and fourth year medical students, residents and medical faculty. The RAHC’s
medical education programs are still in the formative stages, beginning with the $30 million which has
already been dedicated to the RAHC for an administration building. Building on the programs initiated
by the South Texas Border Health Initiative, the RAHC can continue to work, in conjunction with
expanded efforts of the A&M School of Rural Public Health, toward addressing the acute shortage of
medical professional and technical support personnel.

The State created the Texas Department of Health’s Center for Rural Health Initiatives, and the Texas
A&M School of Rural Public Health whose mission is "to enhance the health and well-being of the
citizens of Texas through excellence in education, research and outreach services focused on rural
Texas.? The School of Rural Health is committed to developing new partnerships on the multi-
disciplinary development and ingohentation of a solution to the problems of health in the rural
environment. Currently, the school is participating in projects with numertssimcluding, but not

limited to: Scott & White Memorial Hospital & Clinic; Driscoll Children's Hospital; Texas A&M
University, Extension Services and Schools; Central Texas Veterans Health Care System; Texas
Department of Health, Texas Department of Human Services, Texas Department of Mental
Health/Mental Retardation, Texas Center for Rural Health Initiatives and County Health; and,
Education Agencies. These efforts could be expanded and predicated on adequate funding for the
daunting challenges involved in meeting rural health needs.

The Legislature has initiated efforts to address the health problems faced in the rural border region
through the South Texas/Border Health Initiative that provided $v@0 nillion to the region.
However, there was no clear and direct mission to address the full compendium of needs of rural border
residentsThe Initiative, because of the limited funding available, focused the majority of its attention

204 Texas A&M University-School of Rural Public Health Mission Statement briefing statement.
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on urban areas such as El Paso, San Antonio, Laredo, Brownsville and Corpus Christi. The Initiative
did not provide for the amount of specialized expertise needed in the border region for the array of health
issues unique to the region or in the majority of the rural communities along the border.

Building on the available private and nory”
profit health resources in medically| The state should encourage innovati

underserved regions of the state is key : : :
meeting the long term health needs of Tex3 public/private . .partnerShlpS. bet_vyee
health practitioners, universities

Numerous communities have begun tf "'%¢ >
process of expanding local capacity to ser] Clinics, and communities.
the surrounding populations, using an array
partners including universities, hospitals,
clinics and private practitioners. Whenever

possible, the state should encourage innovative public/private partnerships between health practitioners,
universitiesgclinics, and communities to build long term sustainable local capacity to meet both the
health education and health delivery systems needs in medically underserved areas of the state. These
efforts should not duplicate existing services nor provide undue competition with private practitioners
and clinics.

Testimony provided to the Committee indicates that increased funding for target programs, like the
Community Oriented Primary Care program (COPC) directed by the Texas Department of Health, can
make a huge difference with a minor investment. COPC programs, like the EI Milagro Clinic in
McAllen, treat the family as a unit in addition to the individual person. The importance health care
treatment for the entire family as a unitis simple: During fiscal year 1996, COPC programs provided
primaryand preventive health care services to more than 109,000 uninsured residents across 99 Texas
counties’® Community-oriented programs provide a better chance of treating individuals with potential
health problems before those problems get out-of-hand and become more costly.

Another program, “Put Prevention into Practice,” focuses on prevention as a means of increasing
general health standards in the NAFTA high-impact communities which tend to be located along the
Texas- Mexico border. These programs are not entirely state-funded; programs such as the El Milagro
Clinic also receive funds from the Unité¢hyand individual cities, such as McAllen. Community-
based clinics can also offer public assistance screening to determine if a patient qualifies forany health
care assistance thaeyaynot be aware of, like Medicaid or Medicare.

Adding to the problem of inadequate access to health care services in the Lower Rio Grande Valley is
the notable lack of medical research and modern medical technology in the border region. Reasons
range from prohibitive costs of supplies and inadequate instruction to lack of insurance and a lack of
monitoring those who do have health care insurdfidéxamples of existing technology essential to
modern diagnosis and management of many ilinesses include imaging technology, such as ultrasound;
mammograms; radiogolly, and electrocardiography, or ECG, which helps in the diagnosis and

205 Texas Department of Health-Bureau of Community Oriented Primary Care, “Primary Health Care
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management of heart disease. Thislack oftechnology is debilitating; without it no effective health care
system is capable of reaching a population as widely dispersed as the border population.

Border Health Institute (BHI)

Demographically and geographically, the greater El Paso region- which includes Ciudad Juarez and
Southern New Mexico- would be an ideal location for an institution to coordinate upper Rio Grande
Valley border health care, education, and research. The region has a combined population of more than
two million and represents one of the largest integrated border communities in the world.

-~

In El Paso, nearly

A thriving health care industry could also attract and serve large
numbers of Mexican residents along the Texas border who have
historically come to Texas institutions for health care. Mexican

one in five residents are a very large part of Texas’ private health market and
. 1y large par p .

patients comes represent a sector that will continue to grow. For example, in El Paso,

from Mexico. nearly one in five patients come from Mexico.

The Border Health Institute (BHI) is a concept that calls for a
collaborative partnership among existing regional institutions which
provide health care or health education. Its operations (to be based in El Paso) would increase the
efficiency of member agencies by streamlining existing activities and by eliminating unnecessary or
duplicate services. It would function with minimal staff to plan and coordinate the region's general
health needs. BHIwould assess regional health requirements and conditions in West Texas, Northern
Chihuahua and Southern New Mexico while promoting the development of specialized fields of
knowledganot presently available in the region. Itwould also serve as a clearinghouse and data center
for materials and information pertinent to upper Rio Grande Valley border health issues.

Housing and Colonias

The effect of NAFTA on housing is most keenly obvious in the colonias along the border. Therefore
the following section revisits the colonias as a special subgroup in the general matter of housing.

The Economically Distressed Areas Program (EDAP) was established to bring water and wastewater
services to the colonias. The program has been criticized for moving too slowly. During the last
interim, the Senate International Relations, Trade and Technology (IRTT) Committee was directed to
report on progress of the program. At that time, the Committee found grounds for optimism even
though few projects had been completed. The Committee identified a number of weaknesses in the
program, several of which were addred by legislation passed in the 75th Session. During the current
interim, many of the problems identified earlier have continued to plague implementation of the
program.

The shortage of affordable housing where
services already existis the principal reason that

Affordable housing is the cure for

colonias.
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peoplecontinue to move into colonid%.Although it is not practical to isolate the effects of NAFTA

from the results of general economic growth, the rate of growth on the border has exceeded state and
national rates for several years, despite persistent poverty and unemplé§riibetconsequence is

a highly competitive housing market with corresponding inflation. At the same time , this growth is
occurring in aregion where wages are extremely lover@1 percent of the residents of the border live
below the poverty liné”®

Although HB 1001 (74thinayhave virtually stopped the creation of new colonias, existing colonias
contain undeveloped property that will continue to attract new residents from among the low-income
residents athe border who believe that they have no other option. Although a colonias cannot receive
assistanciom the Economically Distressed Areas Program (EDAP) unless 80 percent of the lots are
sold, asubstantial number of loteayremain empty. However, densification or build-out of the
colonias where water and wastewater systems are completed is one solution for the shortage of
affordable housing on the bord?.

The major hindrance to completing the EDAP program is that the Legislature did not grant the Texas
Water Development Board (TWDB) the authority to initiate projects, participate in planning, hire
consultants or otherwise to take decisive steps to get projects done. The only option for the TWDB has
beento play its traditional role as the bank for water projects. Unfortunately, thatrole is too constricted
to overcome the complicated roadblocks that stand in the way of completing colonias projects. There
are many examples of local inaction, mismanagement, and abuse of the state’s attempts to assist
coloniasresidents. Forexample, the TWDB has been forced to use inadequate sponsors when no other
option was available, and projects have been delayed unnecessarily by malingering contractors, local
political conflicts, and sheer incompetence at the local level. Such problems have permitted dangerous
conditions to continue to threaten the health and safety of Texas residents. The TWDB needs the power
to address knotty local problems that stand imtag ofproviding EDAP services to the people who

have waited since 1989.

At the same time, local ownership of EDAP projects, both in the literal and symbolic senses, is
important. The State should take control of a project only when local efforts prove inadequate.
Therefore, the legislation should incorporate sensible triggers such as failure to meet reasonable
deadlines or the inability of the local sponsors or contractors to complete plans before permitting the
TWDB to take over any phase of an EDAP project.

If the Legislature chooses to give the Texas Water Development Board broader authority to initiate a
colonias project or to take over a project, the Legislature should provide an objective mechanism to

207 Report to the 75th Legislature, Senate International Relations, Trade and Technology Committee,
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decide when the TWDB should step in. The TNRCC’s Managerial, Financial and Technical (MFT)
evaluation is atested method of determining the capacity of a water utility or project sponsor, and would
provide assurance that a project takeover is not arbitrary. In any case, the board should take the
minimum effective action to bring a sponsor or operating entity into compliance including requiring the
entity to undergo training or to take other remedial action, and the board shall adopt rules to limit the
period that the TWDB will have planning or operational responsibility.

Furthermore, the MFT process might be applied beneficially to EDAP projects to ensure that they are
properly managed and operated after they are completed. The MFT process is created by the U.S. Safe
Drinking Water Act, 42 United States C&l152(a)(3)(A), which states that the Drinking Water State
Revolving Fund magot be used to provide assistance to a public water system that does not have the
technical, managerial, and financial capability to ensure compliance with theereguis of the

drinking water standards. TNRCC currently contracts with the Texas Rural Water Association to
evaluate the MFT capacity of small utilities. Itis not uncommon for Drinking Water State Revolving
Fund (DWSRF) loans to be held pending resolution of management, financial or technical shortfalls.

The MFT process is designed to be used as a constructive tool to bring operating entities up to the
standards. Application to EDAP projects should follow current practice in the MFT process, in which
the operating entity can be given:

a) full approval;

b) suggestions or recommendations that can then be incorporated as conditions in the EDAP

grant contract or further assistance;

) requirements or remedial steps that the entity must be complete before being approved to

receive a commitment for or continuation of EDAP funding;

d) rejection for assistance.

Although this last optiomayseem harsh, it does not mean that a colonias would not be served, only
that the system operator under consideration would not be used. In this case, the TWDB should issue
arequest for proposal (RFP) for an area utility which could provide the service or utility management
firm to complete the EDAP process and operate the system. The option of using an outside management
firm should be chosen only when an appropriate public water system is not available. In any case, the
management contract should include training a local entity to operate the system with the goal of
eventual takeover.

Diversion of Water Utility Revenues

When entities that receive EDAP assistance use water and wastewater revenues from the EDAP project
for general revenue purposes, it is equivalent to misappropriation of state money. Atthe same time,
many cities use enterprise revenues for general purposes and does little harm unless responsible
operation of the utility is compromised. Unfortunately, many small utilities and small cities tap into
vital maintenance and operations funds, charge unnecessarily high rates, or both. Again, irresponsible
utility managementis anissue onlyifresidents objectto it orif it violates state or federal law. However,

it is not unusual for a municipality that has incorporated for the purpose of applying for EDAP
assistance to attempt to use utility revenues to subsidize other municipal services. iNayonter-

funding maintenance and operations of a water utility result in unsafe drinking water, butin some cases,
rates chargeghayexceed the ability of the community to pay, defeating the goal of the EDAP program

to achieve universal service with maximum individual responsibility.
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Certificates of Convenience and Necessity

Conflicts over service areas (CCNs) have delayed EDAP projects unnecessarily. Contested cases
typically take months and often take years to solve. The cost to public entities is exorbitant. In one
case, the City of Mission, which was not a principle party to a service area dispute, spent $10,000 to
produce copies for one discovery request for information by one side in a contested case over an EDAP
service area.

A Certificate of Convenience and Necessity (CCN) is a grant of a monopoly or exclusive right to
provide a specific service in a designated area. CCNs are used where provision of the service requires
the installation of infrastructure throughout a geographic area. Frequently, infrastructure financing
would be impossible without government assurance of exclusivity, and some utilities actually receive
government subsidies in the form of low interestloans. However, a CCN is not a property right; its only
security is the existence of outstanding bonds with covenants that are enforceable in court. In practice,
that is an unassailable level of security.

Awater service providerin an unincorporated area must obtaina CCN from TNRCC in order to legally
provide service. Municipalities are not required to obtain CCNs within their city limits. Inthe extra-
territorial jurisdiction (ETJ) of a city or within its expected growth corridor, the city must obtaina CCN
in order to extend service. Frequently the city comes into conflict with existing service providers.

CCNs have traditionally been drawn to exclude colonias. However, the prospect of an EDAP project
with its guaranteed market for services often leads service providers in the vicinity to apply for CCNs
that will give them the exclusive right to provide the utility service. The provider who succeeds in
getting the CCN first has the presumptive right to apply for EDAP funding. Therefore, whichever
application is submitted first becomes the target for a contested case brought by competing service
providers.

Because of the exorbitant waste of time and money that results from CCN conflicts over EDAP projects,
the Legislature should give serious consideration to directing TNRCC to expeditiously resolve conflicts
between local service providers. The resolution should focus on which entity has the right to serve an
area that is eligible for EDAP funding. It should also give preference to the provider who has the
highest rating of managerial, financial and technical (MFT) capacity. Finally, the Legislature should
direct TNRCC to give first priority to resolution of service provider conflicts requested by the TWDB.

General Housing Market Conditions in Texas

Projections indicate the increased demand for affordable and low income housing inooamgsbs
cities?** Nowhere is this more prevalent than in fast growing, high NAFTA impact communities where
affordableand low-income housing stock is all but depleted. NAFTA high impact communities are
those that are directly affected by increased demand on thigimfaastructures because of population
growth, transportation increase and trade increases.

211
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By the year 2000, it is estimated that more than 1.9 million Texas households will need some form of
housing assistance. Federal housing policy will
o ] continue to have a substantial impact on both the
By the year 2000, it is estimated thBt state’s budget and its ability tmeet Texas’
more than 1.9 million Texad housingand community development needs. This
households will need some form is because approximately 90 percent of the budget

: : for the Texas Department of Housing and
housing assistance. Community Affairs is comprised of federal
funding, and federal law mandates the manner in
which the bulk of these funds must be spent.

7

Population Growth and Impact on Housing Needs in Texas

The Center predicts that during the next decade, a wide range of population and income growth is
expected throughout the state's 27 Metropolitan Statistical Areas (MSAdhst Texas cities are
projected to show higher population growth than the national average whichis forecastat 11.8 percent.
Austin and San Marcos appear among the 20 fastest growing areas of the nation at 25.3 percent.
Wichita Falls--at 3.1 percent--is the only Texas MSA in the lowest 20. Laredo and
McAllen-Edinburg-Mission expect population growth more than twice the national average, resulting
from immigration and a relatively high natural increase rate.

By 2005, national per capita income, i Texas ended 1997 with 10 percen

projected to be 15.5 percent higherthanin199 fa\wver homes available for sale tha
All Texas MSAs except Houston are expected

meet or exceed the national rate of per cap
income growth. By 2005, Dallas, Fort
Worth-Arlington and Houston will be the only
Texas cities with an average income higher than the nation's. Texas border MSAs will continue to rank
atthe bottom of the average income scale. The four lowest-ranked cities in the nationin constant 1987
dollars include El Paso ($11,710), the Brownsville, Harlingen, San Benito MSA ($10,471), Laredo
($10,221) and the McAllen, Edinburg, Mission MSA ($9,399).

Texas home sales were higher in 1997 despite fewer houses and highétpiHoesever, 4 percent

more homes were sold by the state’s Multiple Listing Services (MLS) in 1997 than the previous year.
The inventory of unsold existing homes was 10 percent smaller, and the median price was 4 percent
higher. "More than 143,450 homes wsotl through MLSs in major Texas cities last year," says Mark
Baumann, the research scientist monitoring data for the Center. "This resulted in a tighter housing
market with the housing inventory falling to only 6.5 months and the median sales price rising to
$90,30.7
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As expected, the state’s largest city recorded the most home sales. The Houstepdwties 40,452

sales. Dallas followed with 32,884. Austin was third with 12,099 while San Antonio tallied 11,050.
Home sales in other Texas markets included Northeast Tarrant County’s 5,647; Fort Bend County,
5,362; Fort Worth, 4,773; El Paso, 3,931; North NASA, 3,757; Plano, 3,579; Arlington, 3,432;
Montgomery County, 3,376.

"Texas ended 1997 with 10 percent fewer homes available for sale thanin 1996," says Baumann. "The
residential sales market was tightest in Garland where only a 4.2-month supply existed at years’ end.
Irving and Plano were almost as tight with a 4.4-month supply each.” Other markets with small
inventories ofinsold existing homes included Northeast Tarrant County, five months; Lubbock, 5.2
months; Dallas and Victoria, 5.4 months each; and Arlington, 5.6 months.

"Less expensive Texas homes sold well in 1997," says Baumann. "More than 56 percent of Texas
homes sold through the MLS in 1997 were priced less than $100,000. Median prices ranged from
$147,900 in Plano to $54,800 in Palestine."

Homes sold by metropolitan MLSs were on the market less time in 1997 than in 1996. The average
time required to sell an MLS home in 1997 was 99 days — 6 percent fewer days than 1996. In
Palestine, homes were on the market an average of 240 days compared to Garland’s 64-day average.
San Antonio’s homes averaged 132 days to sell. In Houston, the average was 106 days. Fort Worth
averaged 94, Austin 91 and Dallas 82 days respectively.

Because dhe increased demand and the limited supply of single-family homes in Texas, the demand
for manufactured housing is also increasing. Based on information collected by the'Clistiag
contracts for property containing manufactured housing units could become more common in rural and
suburban settings.

"Manufactured housing is expected to become more popular, especially in rural areas," says Jack C.
Harris, a research economist at the Real Estate Center at Texas A&M University. "This could mean
that real estate agents will increasingly encounter manufactured homestionatid traditional
site-built homes?® According to the 1990 Census of Housing, manufactured housing comprised
almost 13 percent of the Texas housing stock.1986, manufactured units made up more than
one-third of all new Texas single-family dwellings; price is the primary reason for the increasing
popularity of manufactured homes. They are produced for less than $30 per square foot (about half the
going rate for new homes). The Texas Manufactured Housing Association found the average price of
a manufactured unit produced in Texas in 1996 to be $34,725 (including delivery and installation but
not site, a sales tax and utility hook-up).

During that same period, the average existing home sold through Multiple Listing Services cost
$109,500 (including land), and the average new single-family uiiitiburexas was valued at
$103,900 (without land). Manufactured housing is becoming reoeptable to home buyers and their

215 Texas A&M Real Estate Center, “Increased demand for Manufactured Housing.,” press release,
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neighbors because the quality is changing. Itis now standard to make units look more like traditional
houses rather than like travel-trailers.

Mortgage loans are only available if the
( manufactured housing unit becomes a fixture to

High-quality schools po#ively real property. If the unit qualifies as real

im residential or v val property, it can be financed'with Ioang insu'red
hplaCt ebs.ldeh el 2 O?(e 57 I through the Federal Housing Administration
wlle nieLile e PElls elgpeels (FHA) Title Il programs, like site-built homes.

have the opposite effect. "Chattel" financing, similar to automobile
financing, is available for units that do not
qualify as real property. Thistype of loanis also
available through the FHA Title I Program.

"City zoning authorities justify heavy restrictions on manufactured housing on the basis of detrimental
effects to surrounding property values," Harris says. "However, a North Carolina study in the 1980s
found that site built homes located near manufactured units were as likely to sell for a price greater than
the appraised value as those without the presence of such units." However, in anotREosttiy
influences on residential property values, it was noted that high-quality schools positively impact
residential property values while mobile home parks appear to have the opposite effect.

Researchers &leveland State University examined 95 school districts in northeast Ohio, defining
schoolquality by the number of students passing proficiency exams. They conclude that high-quality
schools-both public and private- have a positiyeact on residential property values, regardless of the
buyer's socioeconomic characteristics orincome.

Mobile home parks, however, seemto drop the values of nearby urban residential properties, according
to astudy by researchers at the University of Georgia and Louisiana State University. An examination
of more than 4,200 properties in East Baton Rouge Parish, Louisiana, concludes that residences closer
to mobile home parks sell for less than similar residences farther away. The same held true for
residences within city limits and in suburban areas.

NAFTA high-impact communities suffer a disproportionate impact in the availability of housing
resourcesHousing affordability is a major problem in Texas border communities. “The absence of
affordable housing in these comnities is a major contributor to the growth of colonias and
substandard living conditions in border counti&g A survey of colonia residents found that the lack

of affordable housing options was the overwhelming reason why they moved to a colonia.

The rate of growth along the border has well
NAFTA high-impact communities}] exceeded both the Texas (non-border) and
suffer disproportionately in th national averages. The Texas border area is one
of the poorest areas in the country and contains
some of the poorest cities in the nation. More

availability of housing resources.

217 Texas A&M Real Estate Center Newsletter - TRE&Y No. 54 -796, July 1996.

218 Border Low Income Housing Coalition, Border Low Income Housing Coalition Re(1646).
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than 85 percent of border residents live in Cameron, El Paso, Hidalgo, Starr, and Webb counties, and
41 percent of these residents -- versus 18 percent statewide -- live in poverty. All five counties have an

unemployment rate that exceeds 10 percent, with an aggregate unemployment rate of 13.5 percent. In
contrast, Texas and the US have unemployment rates between six and 7 percent, respectively.

With such growth and poverty, adequate and affordable housing is naturally a problem. In 1990, there
were 623,699 households in the border EDAP counties. Among these households, 21 percent (128,000)
were paying unaffordable housing costs. Using an average annual growth rate of 2.9 percent and an
average household size of 3.3 people, we can estimate that in 2010, there will be 804,533 households
in these EDAP counties, 166,152 of whom will pay unaffordable housing costs. Thus, in 14 years, a
total of 574,223 border residents will live in unaffordable conditions.

Virtually all colonia residents are Hispani
However, 64 percentwere borninthe U.S.,wH| The rate of growth along the bordgr
only 20 percent are foreign born. A TDHJ} has well exceeded both the Texphs
survey found that 67 percent of those over }{ (non-border) and national averages.
years of age had notfinished high school. Inr
colonias, about 30 percent of the employe
persons 1§ears and older worked in agriculture, while in urban colonias, fewer than 10 percent of
residents were employed in agriculture.

The State appropriately cracked down on the colonia problem during recent legislative sessions. In
1995, Texas legislators prohibited developers from selling plots without plans for water, sewer and
electric hookups. Since 1989 both the Texas Legislature and the U.S. Congress have provided funds
for self-help centers in the colonias and have underwritten physical improvement projects.

Testimony provided by a delegation of the membership of Valley Area Interfaith in Mission, noted that
colonia developers have not had a good track record in complying with state ordinances. In some
instance, local county enforcement and documentation methods were found to béta&amgnued

strong enforcement and training by state agencies
involved in meeting the needs of these colonias s
vital.

More than 85 percent of borde

residents live in Cameron, El Pasqy The [egislature should consider expanding
Hidalgo, Starr, and Webb countieq; funding for the five existing Self-Help Colonia

and 41 percent of these residents |- Centers and additional sites based on evaluation
versus 18 percent statewide -- live of need by the TDHCA. Self-help centers have

poverty.

become an important means for identifying
leaders, addressing issues and as a means by

219 The Policy Research Project of the Lyndon Baines Johnson School of Public Affairs, “Current

Population and Housing Characteristics, Future Growth, and Housing Water and Wastewater Needs,” (January
1996).

220 Testimony provided by the Texas Water Development Board to the Senate Interim Committee on
Housing and the Senate Interim Committee on NAFTA, April 15, 1998.
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which to disseminate community information. This work has helped to build the sense of community
that many colonias lack. Colonia Self-Help Centers were authorized as a result of SB1509, 74th
Legislature. There are five counties (El Paso, Webb, Starr, Hidalgo, Cameron/Willacy) with centers.
The centermayprovide technical assistance in housing finance and rehabilitation, new construction,
surveying and platting, construction skills, tool library, credit and debt counseling, grant preparation,
infrastructure construction and access, contract-for-deed conversions and capital access for mortgages
and otherimprovements.

Elderly Population Housing Needs in Texas

According t01996 U.S. Census data, there are 1,951,000 Texans 65 years of age and older,
representing 10.2 percent of Texas’ total population. Texas’ population is somewhat younger thanthe
nation as a whole, but our older population is comparatively poorer than the national average. Across
the United States, 11.47 percent of older Americans are below the poverty level, while in Texas that
percentage is 14.49 percent. More than 282,000 Texans 65 years of age and older live below the
poverty level. Not only are the numbers and percentdbe ofder population increasing, but the older
population is itself getting older. The most rapidly growing population segment is the 85 and older
group which contains 257 females for every 100 males. Many in this group live alone.

The 1998 State Low Income Housing Plan and Annual Report, prepared by the Texas Department of
Housing and Community Affairs, identifies the elderly as a special needs’ population. The Reportalso
notes that frail elderly persons form a special
group that needs medical and social services in

A healthy Texas economy does littje addition to basic housing. However, the amount
to help older persons living on fixe

of housing that has been developed for the elderly
through state programs has been limited. Thereis

a need for the State of Texas to address critical
housing needs overall so that the supply of
affordable housing will rise to meet the needs of all
low-income persons. The State Legislature should consider directing the TDHCA to increase the supply
of subsidized housing for the elderly by modification of its programmatic allocation formulas.

incomes.

A healthy Texas economy does little to help older persons living on fixed incomes. Even as the

economy has reduced welfare rolls in Texas, many others find they face greater challengasy For

peoplerising rents are jeopardizing the shelter not only of the poor, but of the near poor, including

increasing numbers of the elderly who have little or no opportunity to increase their income. For the

older person living below the poverty level, or even above the poverty level in areas of rising rents, it
is often an inability to secure safe, affordable, and

( decenhousing that will factor into early nursing

For the older person living below home placement.

the poverty level, or even above th

poverty level in areas of rising rent There continues to be a great demand for
it is often an inability to secure saf subsidized housing for the elderly. Current

. programs are meeting only a fraction of this
affordable, and decent housing thafl gemand. Unfortunately, federal funding cutbacks

will factor into early nursing home J| are nowreducing these programs. Nationally, for
placement. every subsidized apartment unit for the elderly
thereare eight individuals in need on the waiting
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list. In Texas the need is even greater. For many years now the primary program for low-income
housing for older persons has been the federal Se2@i@nprogram administered by the U.S.
Department of Housing and Urban Affairs (HUD). The Section 202 program provides capital advance
funding for new construction, rehabilitation, or acquisition to private, nonprofit sponsors to develop
affordable housing for very low-income elderly. Eligibility for the Section 202 program is primarily

for very low-income persons age 62 years and older. The average tenant in the Section 202 program
is a frail older woman in her mid-70's, living alone with an income less than $10,000 a year. Twenty
to 30 percent of older residents in federally assisted housing are frail and at risk for more costly
institutional care. Although the Section 202 program has been a tremendous success, funding has
droppedsignificantly since the late 1970s when more than 20,000 units a year were funded. Lastyear
Congress appropriated $645 million to build approximately 7,000 unitsin 1998. For fisce®98ar

the White House budge request for Section 202 project based capital advance is just $109 million to
develop 1,500 units of new housing. Texas’ share would be only enough to support two new projects
in the entire state. Alongwith these reductions, HUD is considering f@dictgpn 202 into state block

grants. Itwill be anincreasing responsibility of the states to seek new and creative mechanisms to meet
the growing need of low-income housing for the elderly.

The Low Income Housing Tax Credits
(LIHTC) Program providesincentivest
private investmentin affordable housi
by financing, through the use of afede
income tax credit, a portion of
multifamily rental project’s developme
costs. Currently, Texas receiv
approximately $27 mhion annually.
This amount, however, falls tragical
short of meeting the demand for tax

credts as the Texas Department of Housing and Community Affairs (TDHCA) typically receives more
than $4 in requests for every $1 availa®tdn Texas, nearly 74,000 units of affordable rental housing
have been created since the LIHTC Program’s inception.

\

It will be an increasing responsibility of
the states to seek new and creative

mechanisms to meet the growing need pf
low-income housing for the elderly.

Last year only 8 percent of the units awarded in Texas under the TDHCA Low Income Housing Tax
Credits (LIHTC) were targeted for seniors, although in Texas 13.7 percent of the population is above
the age of 60. The Texas Association of Homes and Services for the Aging believedilii@he
allocation plan should be more supportive of senior hoéimgs currently constructed, the allocation

plan could be more supportive of senior housing. The State Legislature should direct the TDHCA to
amend the LIHTC allocation plan, to provide redtign of lower operating expenses for senior housing

by calculating expenses on a square footage basis rather than a per unit basis.

221 Testimony provided byeffClark, Director of Governmental Relations (TDHCA), to the Senate

Interim Committee on Housing on February 24, 1998.

222 Testimony of Mr. David Latimer, Vice President for Government Affairs (Texas Assn. of Homes and

Services for the Aging), to the Senate Interim Committee on Housing February 24, 1998

1998 Senate Interim Committee on the North American Free Trade Agreement
82




Innovative efforts must be made to get more out of existing dollars and to increase the amount of
funding available to support affordable housing. In 1987, the Texas Legislature enacted the Housing
for Elderly Program under the state Housing Finance Corporation. This program requires developers
of multifamily projects of 20 units or more who receive bond financing from the Housing Finance
Corporation to set aside at least 5 percent of the units for low-income elderly persons or for moderate
income families headed by and elderly person. In lieu of this set aside, the developer may pay a fee of
one-tenth of one percent of the total principal. The fee is collected by the state and appropriated to the
Texas Department on Aging to support housing programs for the elderly. This program has generated
only modest funds over the years, but the concept has been used more extensively in other states to
provide more funding for low-income housing programs. The State Legislature should consider
directing the Texas Housing Finance Corporation to increase the set aside provisions of the Housing
Finance Corporationfrom 5 to 10 percent. This increase in set aside would be used to provide more
funding for low income senior housing projects that provide support services.

For low-income frail elderly who cannot afford a market rate assisted living, set asides for licensed
personal care homes or fee payments in lieu of set asides could create a source to expand low-income
senior housing that provides support services. Increased sources of funding should be explored given
federal devolution of many housing programs that have supported elderly housing, and the decreases
in home health care costs reimbursements for the elderly. The State Legislature should consider
directing the TDHCA to find ways to improve the

profitability of serving low-income home buyers in thg
state’s bond programs.

Older Texans influence the Texas real estate market.
Although Texas has amedian age two years younger ghan
the country as a whole, it remains a target-righ

File Contains Data for
PostScript Printers Only]

Chart 3: (SourceSteve H. Murdock,
Department of Rural Sociology, Texas A&M
University)
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environmenfor retirement community developers. A recent study found that more than one in 20
Americans older than age 64 moves each 3féar.

Everyone does not need the same level of housing, say researchers studying trends among senior home
buyers. Most seniors move because of health issues, loss or disappearance of support groups or the
inability to care for an existing home. The key factors for relocating are medical treatment access, the
proximity to a hospital and, shopping and the availability of both home and personal care service. Also,
public transportation and planned social activities including group recreation are important
considerations.

Just sevenyears ago, six of every 100 elderly persons (65 and older) in the United States lived in mobile
homes. Of that 6 percent, nearly 92 percent were owners. In Texas, the elderly comprise many of the
one-out-of-12 residents in mobile homes or traitéfs.

Owning a home represents 70 percent of the net worth of the elderly. However, more than 40 percent
of seniors with incomes less than $25,000 have no other savings. By contrast, only 31 percent of seniors
with incomes greater than $25,000 do not have savings. Chart 3illustrates the dramatic problem of the
high levels of elderly in the border region that live in poverty.

A study conducted by Karl Guntermann of Arizona State University found that mobile home sales were
30 percent higher in subdivisions labeled "seniors only" versus similar properties unrestricted by age.
This is true even after adjusting for other things such as property age, size, single versus double-wide,
roof pitch, garage covers and deed restrictions.

In testimony provided before the Senate Interim Committee on Housing, a representative of the Texas

Association oHomes and Services for the Aging noted that “the state must examine initiatives to
address the housing needs of the elderly in

7 Texas.” Not only is the number of low-income

Not only is the number of low-income elderly growing, but federal housing programs for

elderly people growing, but fundin the elderly are being significantly reduceéd.

. This association represents 176 not-for-profit
for fe.deral' el_d_erly housing program providers ohousing and health care services for
Is being significantly reduced.

the elderly. The membership is diverse and
includes nursing facilities, personal care homes,
assistediving, independent living housing, and
multilevel communities providing a continuum of care on a single campus.

There is a concern about the shortage of safe, decent, and affordable housing for low-income Texans
of all ages. For the growing number of low-income elderly who face a housing crisis, there is a need

228 Texas A&M Real Estate Center Newsletter - TRE&Y press release (November 9, 1997).

224 Texas A&M Real Estate Center Newsletter - TRE&Y press release (October 9, 1997).

225 Testimony provided by Mr. David Latimer, Vice President for Government Affairs (Texas

Association of Homes and Services for the Aging), to the Senate Interim Committee on Housing February 24, 1998
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to not only provide more subsidized housing but to create programs with support services as well.
Support services enable the frail elderly to remain independent and to avoid premature and costly
nursing home placement.

There has been an explosion of privately developed assisted living in Texas in recent years. These
facilities are costly and beyond the reach of persons who are already unable to pay basic rent. Based
onthis organization membership experience, itis believed that housing with services models can serve
as assisted living programs for those with limited incomes. These programs can meet a critical housing
need in the state and provide an economic alternative to more costly and often inappropriate nursing
facility placement.

The State Legislature should consider directing the TDHCA to work with not-for-profit providers to
increase affordable assisted living
opportunities. Not-for-profit organization
have developed many different approach
to housing with services models for lo
income elderly. By working with
governments and other entities, a wi
variety of models have been developed a
are thriving. Texas should take a mo
active role in promoting the development
housing with services for fail elderly

persons. Housing with services are consistent with state policy goals of encouraging independence and
autonomy and the provision of appropriate services in the lease restrictive setting possible.

\

Support services enable the
frail elderly to remain

independent and to avoid
premature and costly nursing
home placement.

The State Legislature should also consider directing the TX Department of Health, TX Department on
Aging and the TDHCA to link low-income senior housing and community services. HUD-sponsored
service coordinators are limited and some existing service coordinators may be eliminated, so
appropriate state and local agencies should explore ways to provide service coordination in existing
sites. Nutrition centers, senior health clinics, senior activity clinics, and childcare with inter-
generational activities are all examples of programs that could be collocated with housing programs.
The centers provide services to the housing

residents as well as to others living independently
in the community.

Nutrition centers, senior
health clinics, senior
activity clinics, and
childcare with inter-
generational activities are
all examples of programs
that could be collocated
with housing programs.

According to a study completed by Sta
Comptroller’'s office (“Bordering the Future”),
serving low-income buyers would be mo
profitable for lenders and real estate agents if
profit margin on low-value sales was higher th
usual, or if the amount of time necessary to se
a low-income family was reduced. The form
goal could be accomplished by targeti
payments to those involved in the real est
transaction while part of the administrative

burden of serving low-income households could be addressed by non-profit organizations and home-
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buyer assistance programs. TDHCA should evaluate both approaches and report to the Bond Review
Board and the Legislature on the effectiveness of incentives in improving service for low-income clients.

The State should also work with one or more construction supply companies to administer an interim
construction loan program for owner-builders. The State Legislature should consider directing the
TDHCA to establish an owner-builder interim construction loan program in partnership with
construction supply companies, and TDHCA should guarantee a percentage of the value of loans made
through the program.

Along with the administration of the loan, the supplier would agree to provide technical assistance to
the owner-builder and to facilitate the inspection process or to perform inspections for projects outside
city limits. TDHCA should develop the program in consultation with local building inspectors so that
the program can include an incremental inspection process. The interim construction loan should be
available to those individuals and families who need to expand or rehabilitate homes, as well as those
who are starting from scratch.

TDHCA should work with non-profit groups that have already begun testing rehabilitation loans and
“self-help” owner-construction approaches. Local groups and housing agencies could also put up loan
guarantee pools using their own funds if they chose. As part of the owner-builder loan programs,
TDHCA should refinance or facilitate refinancing of lots purchased through contrdeefbwhere the

buyer wants to apply for an owner-builder loan.

Guaranteeing owner-builder loans would improve the quality of owner-build homes, decrease the cost
of financing, and ensure that the end result is a valuable piece of real estate in which the builder has
money equity, not just “sweat equit§f®

Disabilities and Housing Needs in Texas )
“Supported housing is a highly desirable, co o .
effective option for most Texans with seve As many as 6,000 individuals with
mental illnesses®®” As many as 6,000] serious mental illnesses who are
individuals with serious mental illnesseswhoall  currently served by the Texap
currently served by the Texas Mental Heal :
Mental Retardation (TXMHMR) System ar sleinicel] [l wisniel el
homeless or currently living ininadequate/uns

(TXMHMR) System are homeles
or currently living in inadequate or
unsafe housing, or in unlicensed
care homes.

V)

226 Comptroller,_supraote 29.

22T Testimony provided by Ms. Bonnie Siddons, Executive Director (Mental Health Housing

Development Corporation), to the Senate Interim Committee on Housing, February 24, 1998.
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housing, or in unlicensed care horfids.Many persons with the greatest impairments, rely on
Supplemental Security Income (SSl), which provides an income of approximately $484 per month.
According to a 1993 study on the affordability of housing among individuals with severe mental iliness,
there is not a county in the United States in which an individual dependent on SSI can afford an
efficiency or one bedroom apartmétit.The study report that “individuals with incomes below 30
percent of the median income have essentially no access to integrated housing options in their
communities.” HUD has experienced cutbacks in funding over the past several years- especially in
public housing and Section 8 rental assistance programs, two programs available to persons with very
low incomes.

There is a critical need in Texas for affordable housing for severely disabled individuals with very low
incomes, including many individuals with severe mental illness. Here, many housing resources are
geared toward persons with incomes at 50

percent of the area median income. For ap
individual living in Austin, area median incom
(categorized as very low versus low by t
TDHCA) is $17,800 per year. Fifty percent
thisarea median income would equal $8,900.
person with severe mental illness wigaegives
SSI, receives $484.00 per month, or $5,808
year, which is 33 percent of the Austin ar
median income. The fair market rent in Austin

for a one bedroom apartment is $427.00. An individual on SSI would pay approximately 88 percent
oftheirincome toward rent, leaving other basic needs unmet. In Wheeler County, a non metropolitan
area, the median income for individuals is $12,700. An SSl recipient would have income equal to 46
percent of area median income. Fair market rent for a one bedroom apartment there is $271.00. An
individual living on SSI would pay 56 percent of theirincome toward rent. HUD guidelines consider
housing affordable if an individual does not spend more than 40 percent of their netincome on rent.

\

Individuals with incomes below
30 percent of the median income
have essentially no access to
integrated housing options in theil
communities.

As a result of its housing and residential services policy, TXMHMR funded a three-year research
demonstration project to provide individualized in-home supports and temporary rental assistance to
individuals with severe mental illness who wanted to live in regular community housing. The project
served more than 400 individuals initially and included an evaluation component to measure the effects
on state hospitalization rates and quality of life. The findings were impressive and showed a marked
decrease in hospitalizations and improved quality of life. Due to the success of the supported housing
demonstration, in 1995 TXMHMR required supported housing in all of its contracts with community
mental health and mental retardation centers across the state. In FY 1997, the TXMHMR, provided
supportedhousing services to more than 4,000 Texans with severe mentaliliness. Funding for support
has occurred through the redirection of human and fiscal resources. Currently, supported housing is
seen as the preferred approach to the housing needs of persons with severe mental illness. While the

228 TXMHMR Uniform Assessment (October 1997).
229 McCabe, (1993).
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effectiveness upported housing has been demonstrated, the major barrier and challenge continue to
be inadequate resources for housing and supportive sef¥ices.

Personal Credit Issues Affecting Housing

As noted earlier, the State of Texas is experiencing a shortage of affordable housing. Forinstance, 81
percent of all State of Texas Consolidated Pfsurvey respondents indicated that their community's

need for affordable housing is outpacing the supply. According to the needs- assessment of the state of
Texas Consolidated Plan, an estimated 1,910,683 households in Texas will be in need of housing

assistance in the year 2000.

One cannot discuss the need for affordable housing without a cursory look at the issue of personal credit.
Personal credit and income management are key to assisting low and moderate income families in
getting into housing and maintaining them once
they are there. Despite a strong economy
bankruptcy filings increased statewide last ye
rising by more than 20 percent in the 67 cou

N
Personal credit and income

U.S. Bankruptcy Court district that include management are key to assisting
Travis and surrounding counties. We look low- and moderate- income

this area because of its robust economy and | families obtain housing and

maintain them once they are
there.

relative low unemployment when compared
other parts of Texas. A general increase
population was partly to blame for the rise, b
So were increasing amounts of credit card de

Much attention is being lavished on this recentrise in consumer debtlevels, and in fact, household debt
of all types has increased rapidly throughout the 1990s. For example, mortgage debt has grown more
than 50 percent since the beginning of the decade (to 3.75 trillion by the first quarter of 1996), while
revolving credit has increased an incredible 127 percent (to $456 billion by Septéthber).

Perhaps more troubling, however, is that the ratio of consumer debt to personal income has risen
dramatically over the last several years, from a low of 14.10 percent in December 1992 to a high of
18.11 percent last July. High ratios of debt to personal income can foreshadow future defaults. The
rate of credit card delinquencies, although highly volatile, typically follows the debt-to-income ratio
with alag. Considering that we have yet to see a decrease in this ratiayreasonably expect the
consumer delinquency rate to continue rising in the near future. Despite these indiaatoyrdet
premature to raise the alarm for overburdened households. Because interest rates, particularly for
mortgages and home equity loans, are at historically low levels, households can manage higher debt
levels at any given inconté’

230 siddons_supraote 227.

Bl Texas Department of Housing and Community Affairs, “Survey of Needs/State Plan,” (1998).

232 Federal Reserve Bank of Dallas (internet site), http://dallasfed.org/econdata/econdata.html
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e ) ) ) ) Financial problems aren't necessarily the result of
The typical view is that housing poor money management. Sometimes situations
counseling agencies help beyond our control- such as divorce, death of a

homeowners facing financial spouse, healthpblems or a change in household

> income-can lead to financial hardship. Regardless
problems keep their homes, but of the cause, financial worries impact both work
more of these agencies’ efforts aref and family life.
also helping people become first-
time homeowners. Foreclosures, delinquencies and evictions are
stressful for families. Consumer counseling
services reduce this stress through money
management programs and individual counseling.
Trained counselors can provide athorough analysis of income, expense and overall financial situation.
Counselors can assist in negotiating with Mortgage Lenders to bring house payments up to date.

While the typical view is that housing counseling agencies help homeowners facing financial problems
hang onto their homes, more of these agencies’ efforts are also helping first-time purchasers. Pre-
purchase counseling accounts for about 75 percent of the most counseling agencies’ work while default
counseling accounts for the remaining 25 percent.

Pre-purchase counseling takes many forms. There are workshops that educate potential homeowners
regarding the work involved in buying and maintain a home. For example, Do they know that they
may be faced with fixing a hot water heater, or un-clogging a drain or repairing gutters? And do they
know about the costs of those repairs?

Default counseling, meanwhile, is as varied as the individual reasons for counseling which can range
from loss of a job to divorce or death. Housing counseling providers also see a certain number of
families who probably should not have entered home ownership at the particular time of their lives they
did. These individuals usually go into foreclosure within 18 months after buying their home.

With default counseling programs, agencies work as a mediator with alender, setting up payment plans
that allow a homeowner to catch up with missing mortgage payments. Housing counselors are often
able to get the lender to back off if there is hope for the homeowner on the horizon. Typically,
counselors can willwork out a forbearance agreement betheomeowner and lender, in which the
lender allows the homeowner to make lower payments or no payments for several months. Budget
management counseling is also usually provided so that the homeowner can avoid facing future defaults.

To help ahomeowner getinto a house or hang onto their present homes, housing counselors’ work with
bothprivate and public agencies such as local lenders, FannieMae (a privately-owned corporation that
buys and sells mortgages), and government agencies such as HUD. These agencies may charge
consumers fees for select services, but they alseive funding from a variety of other sources,
including government sources (HUD) and the private sector. The state legislature should consider
directing TDHCA to increase the availability of credit counseling services for low and moderate income
families for the purposes of increasing home ownership and home ownership retention.
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The recent passage of home equity lending in the State of Texas, coupled with a projected increase in
bankruptcies in the state, mean the State’s investment in efforts to meet the housing needs of its low and
moderate income populations would be

well-served by a complementary efforts in
the area of credit counseling for these sarpe

population groups.

Federal Devolution - Housing and

Community Development Programs

Numerous proposals to eliminate ma

federally-controlled programs wer

introduced and debated during &©@5th ) .

Congress. The Clinton AdministrationanfF1 le Contains Data for

Congress worked together to maintain @r

increase funding levels for many of th @StSCript Printers @nly

existing HUD programs. What was actuall
accomplished included:

. Section 8 program restructuring
Major elements included revision
to contracts on Federal Housin
Authority insured properties
recaving above-market rentand th;

hart 4: (SourceSteve H. Murdock, Department of Rural

process for renewing public housing ™ _
ociology, Texas A&M Universjty

contracts with the aim of reducin
the federal government’s cost and
preserving the housing stock;

. Public housing reforms. Redirects responsibilities to the states by creating two block grants -
one for operations and one for capital funding. Creating self-sufficiency, and improving the
management of troubled local housing agencies;

. Homeless Program Reform. Consolidate the seven Stewart B. McKinney homeless programs
for housing assistance into a block grant program that would be administered by the states and
localities.

Several federally-funded prograare vital to meeting Texas housing concerns both in rural and urban
communities. The key programs which assist Texas communities across the State in housing
rehabilitation and infrastructure development includem@unity Development Block Grant (CDBG)
fundingand HOME funding. Texas received $87 million in CDBG funding and $89 millionin HOME
funding in FY 1998.

The Texas Office of State-Federal Relations identified the following key areas that should continue to
be of keen interest to Texas Policy makers as devolution at the federal level continues to occur in the
area of housing and community developntéht.

234 Report by the Texas Office of Federal State Relations 1998
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Section 8 housing restructuring
Texas has the third-largest number of public housing units in the US. In 1997, there was only a small
amount of HUD-insured developments that actually needed restructuring. Although the state monitors
Section 8 developments closely, the majority of federal funding is directed to the public housing
authorities across Texas. If and when this program is block granted, the State’s role in this program
would change substantially.

Colonias
Texas affordable housing needs are affected by its proximity to Mexico and concentrated areas of
poverty and blighted living conditions. Of continued concern to Texas policy makers is the federal
funding for redevelopment of infrastructure and housing in these unique areas. In colonias, depicted
as predominantly low-income and unincorporated communities conditions are such that basic housing,
health, and sanitation facilities are non-existent. Federal devolution would imply that the State would
control the distribution of federal funding for initiatives targeted to ameliorating these conditions.

Private Activity Bonds
Current efforts to raise the private activity bond authority from $50 to $75 per capital is being pursued
by congressional action. This would impact Texas by an increase in authority from the current $965.4
million to $1.4 billion. Currently, the Texas State Bond Review Board determines how this authority
is allocated to various areas of efforts including; single-family housing, multi-family affordable renting
management, student loans, and industrial development bonds. Increasing private activity bonding
authority would permit Texas to increase the availability of mortgage revenue bonds to meet Texas
growing housing needs.

Low Income Housing Tax Credit (LIHTC)
These federal tax credit allocation program is one of the primary tools available for the State of Texas
to leverage private sector investments in multi-family affordable housing developments. Congressional
efforts in this area would increase the current allocation from $1.25to $ 1.75 per capita.

Small Business and the Texas Economy

Small business has long enjoyed a favorable spotin the public imagination. Itis often portrayed as the
engine of economic growth inthe U.S. economy and extolled as the source of economic virtues such as
job growth, entrepreneurship, innovation, cost reduction, and flexibility. This favorable image has
brought considerable rewards in terms of public policy, and laws are often written to partially or fully
exempt small firms from oversight and regulation. Small business organizations in Texas have
supported NAFTA since its inception and have continued to support full implementation of its
provisions.

Texas has worked to provide a favorable climate for business. An evaluation of the impact of NAFTA
requires aninsightinto the status of Texas’s small business over the years since the implementation of
the agreement. In order to get this insight, the Senate Interim Committee on NAFTA implemented a
series of “Small Business Town Meetings”in San Antonio and Corpus Christi. These community wide
meetings yielded numerous concerns and suggestions related to the needs of small business desiring to
enter into and/or increase activities in international trade opportunities resulting from the NAFTA.
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Two recent studies provide fresh insight into the impact of small bugifiédsese studies note that
whatever the other economic merits of small firms, they generate about as many jobs for their size as
do larger firms, but their employees are often worse off than workers in larger concerns, which tend to
pay more and provide better benefits. This large-firm advantage is shared across all types of workers,
industries, and countries, and it has persisted for more than a century.

Assessing the Needs of Small Business in a Global Economy
The following was a typical comment made by participants in the NAFTA Committee’s small business
roundtable meetings held this summer:

Small businesses lack very basic information about the international marketplace and
how they can play a part init2 When this lack of information is coupled with limited--

and in some cases non-existent-- aid with hands-on technical assistance onissues like
customgpaperwork, many small business people are kept from venturing and even
expanding their efforts into international trade.

One of the needs identified by small business testimony was the desire to have reestablish foreign offices,
which were shut down several years ago by the Legislature due to mismanagement and the high cost
of maintaining the foreign offices. Small businessidentified the need for these foreign offices for three
rea®ns: (1) the continued internationalization of business, especially in light of NAFTA; (2) the need

to expand service or product delivery base beyond American borders in order to keep up with their
larger competitors; and (3) small businesses individually do not have the resources to establish or
research aninternational client base.

Small business testimony revealed a belief that there is a middle ground that will suit everyone; namely,
funding several fellowship programs that will place one graduate of a masters or doctoral program (law,
business, international relations, etc.) per selected foreign country. Each international business
developmenfiellow must qualify for Texas residency, and would work in conjunction with the United
States Department of Commerce offices or the UT or A&M University exchange program offices
abroad. The fellowships should last approximately 15-16 months, with a 3 to 4 month overlapping
period to maintain continuity of contacts in each country (“passing the torch,” as it were).

The fellow would be the primary contact for Texas businesses wishing to expand their business to that
country and promoting Texas as a location for foreign companies. The International Fellow would
report weekly to the Office of Trade and International Relations at the Texas Department of Economic
Development. They would also provide quarterly written reports to the Board of the TDED

235 Dale Belman and Erica L. Groshéfts Small Beautiful for Workers?” (1997) and David W. Stevens

and Julia Lane, “Small Business Employment Dynamics Revisited,” (1997). Both articles can be found at
www.sbagov.

236 \Written comments provided by Mr. Rudy Ortiz, Director of the Small Business Development Center
in Corpus Christi, in reference to the Senate Interim Housing Committee hearing held in Corpus Christi, Texas on
May 27, 1998.
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summarizing their activities (such as what they have done to promote Texas, how many businesses they
contacted or fielded calls from, etc.).

International Trade Assistance
There was awide range of concerns raised by individual business owners and business advocates during
the Comnittee’s business roundtable discussions. One of the most recurring issues discussed by
participants was the lack of local infrastructure in many communities to help businesses find partners
abroad with which to do business. A key recommendation arising from these meetings included that
the State Legislature should consider increased funding to the Small Business Development Centers to
retain international trade specialist personnel.

Additional funding directed to the existing network of Small Business Development Centers would be
specifically used to hire additional qualified staff to provide the International Business services. These
services would assist local businessmen and women in identifying international market opportunities,
developing international market contacts, securing financing for international transactions, and in
providing assistance in the preparation and submission of customs and other agency documentation for
export. Funding local community supported efforts would assure that State funding is leveraged and
that services are provided on alocal basis making them more accessible and accountable to local small
businessmeand women. International commerce and relationships are powerful tools for economic
development. It was suggested that the State Legislature consider directing the Small Business
Development Centers to initiate and maintain contact with recipients of Small Business Administration
Loans in their areas.

Access to Capital
Another keyarea of concern voiced by representatives of the small business community attending the
Committee’s roundtable discussion was that of accessability to capital for international trade efforts and
small business development. Severalrecommendations were made by individuals and organizations -
such as the West Side Chamber of Commerce of San Aitbnio.

The issue of capital availability for small business is not new, appearing as recently as 1996, when it
was listed as the top issue in the last Governor’s Conference on Small BéSifibssssue also arose

during a 1997 Capital Access Forum sponsored by a concerned group of Texans, which discussed the
need to increase the flow of capital (debt and equity) into small- and medium-sized busthésses.
deficiencies in capital access were identified, including:

. alack of standardized, and therefore predictable, processes and processing;
. alack of adequate, efficient, and effective means of matching debt, equity, and capital suppliers
at multiple points along the food chain;

238 \Written comments provided by Mr. JimmyGlasiano, President of the West San Antonio Chamber of

Commerce, in following up to the Senate Interim NAFTA Committee small business roundtable held April 14, 1998
in San Antonio, Texas.

239 Governor's Conference on Small Business, Final Rejdant 16 and 17, 1996.

240 1997 Texas Capital Access Forum, held at the Doubletree Hotel, Austin, Texas Nov.30 - Dec 2, 1997.
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. alack of understanding of the “market for funding by those seeking funds, providing funds, or
training either parties;”
. the complexity and difficulty of initial (IPO) and/or direct (DPO) public offerings;

. the marginal use or lack of use of public pension, insurance and other state fund monies for debt
or equity investments;
. a lack of early stage venture capital investment clubs.

One specific recommendation relating to the issue of capital arising from these small business
roundtable discussions included a suggestion that the State Legislature consider the creation of a capital
fund to loan or grant to local community development corporations.

Currently, there is no law providing for multi-bank community development corporations to investin
orloan funds to businesses that employ low- and moderate-income persons located in distressed areas.
The development of a state capital fund to relend or grant to local communities which have initiated
either multi-bank development corporations and/or community development corporations under Federal
Reserve guidelines would increase the availability of capital to very small and moderately sized business
acrossthe state.

Other states-- California, New Mexico, South Carolina and Massachusetts-- have successfully created
thistype of capital access fund, which in turn contributed to the success of many small businesses.
During the 75th Legislative Session, Senate Bill1877 by Senator Royce West would have created a
Texas community investment program to assist certain businesses in distressed areas of the state through
multi-bank community development corporations which would invest in or loan funds to businesses
that employ low- and moderate-income persons located in distressed areas. Although this bill was
vetoed by the Governor, it had the full support of the Texas Bankers Association and passed both the
Senate and House.

Building Local Capacity to Support Small Business

Another ongoing effort to identify small business needs and opiiegtimrough NAFTA is a statewide
assessment of small business needs implemented by the Texas Higher Education Coordinating Board.
Senate Bill 1040, authored by Senator Carlos F. Truan, directed the Higher Education Coordination
Board to conduct a study of small business assistance and the role of Texas higher education
institutions. The Board selected the University of Texas at Arlington to coordinate among several
universitiesacross Texas a query of small business needs as related to NAFTA and international trade.
While this study is in its final stages, preliminary results indicate that the issue of capital availability
and international trade assistance are still key needs.

Inorderto meetthese needs, the State of Texas should continue to support policies and programs at the
state and local levelsto leverage federal NAFTA-related resources. One such federal program targeting
both communities and small business is tam@unity Adjustment and Investment Program (“CAIP").

The CAIP is a loan program created by the United States Government as a component of the North
American Development Bank (“NADBank”) for communities whieled assistance adjusting to trade
impacts of NAFTA, where those impacts have resulted in the loss of jobs. Loans in widétiRhe

takes arole must resultin the creation of private sector jobs in affected communities. The CAIP was
created in connection with the passage of NAFTA to provide credit to new or expanded businesses in
communities with significant job losses due to changes in trade patterns with Canada and Mexico.
Congress iiated the program to help those communities in need of adjustment assistance. U.S.
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Funding through the program will be made available for commercial projects that create new private
sector jobs. The goals of the CAIP are to:

. assist private companies in creating or retaining job opportunities in trade affected areas;
. leverage private sector business lending; and
. focus resources on the most significantly-affected areas.

CAIP financing relies on two methods. The firstuses existing U.S. government loan or loan guarantee
programs administered by participating federal agencies (either the Small Business Administration
(SBA) or the U.S. Department of Agriculture), directing any funds received from the NADBank to
budget subsidies and certain administrative costs. In rural communities, CAIP works with the Business
and Industry Loan Program within the United State Department of Agriculture (USDA), one of the
many programs and services available from the USDA. In all areas eligible for the CAIP, the
NADBank also works very closely with the SBA, which has several additional programs to assist
businesses with problems such as credit and technical assistance.

The second method utilizes financing by the Los Angeles Office of NADBank (the “direct financing
program”). CAIP can also provide direct financing where conventional sources are not available.

CAIP also operates as a "development catalyst,” assisting where capital availability falls short in
commercial lending markets for start-up or expansion efforts. The CAIP will combine the efforts of the
NADBank with certain federal agencies, local financial institutions and financial intermediansstto
financing needs for business opportunities.

In light of the funding opportunities of this particular federal program, it was suggested that it the State
of Texas and its communities should:

. seek designation as impacted communities, especially those Texas border communities not
currently classified as such; and
. amend and/or modify state small business financing programs in order for them to complement

CAIP funding efforts, especially in NAFTA high impact communities along the border.
International Trade Resources

Office of Trade and International Relations (OTIR)
The Office of Trade and International Relations (OTIR) helps Texas companies expand their business
worldwide. By providing a forum for international business exchange through international trade
missions, trade shows, seminars and in-bound buyers missions, OTIR gives Texas companies the
opportunity to promote their products and services to international buyers and partnersalsOTIR
helps toconnect companies with counseling and training available through the International Small
Busines®evelopment Centers and works with entities such as the U.S. Department of Commerce, the
Japan External Trade Organization, the Texas consular corps and its counterparts in the Mexican border
states to ensure that Texas business interests are represented abroad. The State of Texas office in
Mexico City is an especially invaluable resource for facilitating business between Texas and Mexico.
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Trade Missions and Trade Shows
Texas companies that participate in government-led and organized trade missions and trade shows under
the "TEXAS" banner enjancreased visibility and name recognition in the international marketplace.
The OTIR organizes a number of trade missions and participatesiyinternational trade shows.
Trade specialists for Latin America, Asia-Pacific and Europe/Middle East/Africa target the best
prospects for export growth in each region and select trade promotion events that will maximize the
exposure of Texas businesses.

Export Counseling
Basic and advanced export counseling is provided by Texas' network of international Small Business
Development Centers (SBDCs) in conjunction with the OTIR. Intiadd many chambers of
commerce throughout the state organize international trade-related seminars for their members.
Companies considering an expansion into the exporting business or firms ready to export but in need
of specific assistance in the areas of customs, permitting, financing or market analysis are encouraged
to contact the international SBDCs for international resource referrals, preliminary counseling, trade
leads and workshops. The four international SBDCs located in Texas are:

. University of Texas at San Antonio- International Trade Center, 210-458-2470
. University of Houston- International Trade Center, 713-752-8404

. Northwest Texas SBDC in Lubbock 806-745-3973

. North Texas International Business Center in Dallas 214-747-1300

Partnerships
The OTIR has cooperative agreements with the U.S. Department of Commerce International Trade
Administration and the Japan External Trade Organization to assist Texas exporters, with staff from
both organizations located at various sites across Texas. OTIR also works with the numerous
consulates and international business associations in Texas and other parts of the U.S. to maximize
exposure for Texas products and services.

Trade Lead Distribution
International trade leads are gathered through trade events, company requests, JETRO, USDOC and
othersources. OTIR’strade lead coordinator researches the leads, identifies potential Texas suppliers
and relays the information to the requester. Trade leads from the U.S. Department of Commerce's Trade
Opportunity Program (TOP) are available to Texas businesses electronically via the U Sm@oter
businesgnd economic information Internet site, STAT-USA at: http://www.stat-usa.gov/. Thisis a
subscription service available through manplic and university libraries. Other buy/sell business
postings awell as other valuable business information can be accessed at no charge through the Texas
Marketplace at: http://mwwwexas-one.org/.

Texas International Center
An innovative intiative at the Texas Department of ddomic Development (“TDED”) is the
establishment of the Texas International Center. The Center invites accredited economic development,
trade and tourism representatives from foreign countries to work in the Center for up to three months.
These representatives work toward expanding business ties between Texas and the representatives’
home countries. The objectives of this project are to locate Texas suppliers for international trade
inquiries and projects; identify Texas companies for joint ventures; develop country-specific trade,
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tourism, and investment programs in cooperation with OTIR; and educate Texas companies on doing
business in participating countri&s.

Research Publications

There is a wide range of economic research publications. For instance, the "Texas in the Global
Economy" project, launched by TDED in 1993-94, is an ongoing series of strategic industry studies
which critically analyze the position of Texas manufacturers from a global perspective. Texas is
believed to be one of the first states to begin analyzing its strategic industries in a global context, and
the "Texas Global Economy" project has received praise from communities in Texas and businesses
around the world. TDED researchers have also completed a comprehensive study of foreign direct
investment and a detailed analysis of Texas manufacturing plants that export.

Other publications which are published periodically include: an annual listing of new and expanded
plants; a directory of the largest companies in the state; a directory of multinational companies; an
annual report on reinvestment zones and taxeatmtt activity; a state comparison report; and a
reference guide for Texas economic developers.

Southwest Trade Adjustment Assistance Center
The Southwest Trade Adjustment Assistance Center (“TAAC”) in San Antonio isa component program
of NAFTA established to provide assistance to those businesses in a three-state regional area (including
Texas, Oklahoma and Louisiana) adversely affected by the trade agreement in the U.S. The TAAC
serves U.S. manufacturing firms hurt by import competition regain profitable growth by first
documenting technical needs, and then planning,eimghting and paying for the highest-lijya
technical assistance available--up to 50 percent of the cost of technical assistance, and up to 75 percent
for some smaller firms. While the TAAC provides no direct financial assistance (i.e., loans or grants),
the diagnostic analysis and assistance plan have often been used successfully to secure financing through
commercial lending institutions and gowerental agencies such as the SBA. TAAC has served
companies in Dallas, Houston, San Antonio, Sherman, Tyler, Conroe, Waco, Boerne, and Baytown.

The TAAC also helps secure consulting services tailored to the individual company’s needs, such as:
pricing analysis, production cost analysis, overhead cost analysis, product quality assessments, product
feature enhancement reviews, distribution methods analysis, after-sales service assessments, new product
assessment and development analysis, new market analysis and long range operational goal and strategy
planning.

In Texas the TAAC has served companies located in Houston, Dallas, San Antonio, Waco, Baytown,
Grand Prairie, El Paso, Tyler, Sherman and other smaller communities. Since 1990 the TAAC has
invested a little over $474,321 of federal funds (in technical cdtisg services) directly to these same
businessesThese businesses have in turn invested $938,321 of their own capital for a combined total
of$2,412,827 toward re-establishing these companies as competitors in the international marketplace.
Over 30 individual firms in Texas have benefitted from TAAC services. These same firms employ in
excess of 2300 employees in Texas.

241 For more information on the Texas International Center, contact Ms. Margo Dover, Director of the

Texas International Center at 512/936-0250 (phone) or 512/936-0445 (fax).
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Charge IV: Statewide Strategic Response to NAFTA

The NAFTA Committee and the Comptroller of Public Accounts both assessed the effects of NAFTA
on Texas, and came to the same conclusion. On average, NAFTA has been good for Texas, but it
should be noted that one can drown in a lake that averages only an inch deep. The border is drowning.
It has incurred costs that exceed the benefits, and the population isill-equipped to take advantage of the
jobsand opportunities that the rest of the state is enjoying. Long-standing inequities in state funding
have left the border with a legacy of inadequate institutions and infrastructure to meet the challenges
of NAFTA or other fundamental economic changes.

In addition to the extraordinary stresses on the border, the infrastructure of the entire state is being
challenged. Failure to anticipate the growth in demand for freight transportation probably contributed
to the disastrous log jamb of the rail system following the merger of the Union Pacific Railroad with the
Southern Pacific. Texas businesses lost at least $1.4 billion in 1997“4lBnethermore, pressure

on the highway system is forcing accelerated construction of alternative routes such as State Highway
130 in Central Texas. Current problems in the Asian markets may result in greater reliance on
hemispheric trade and production, further straining Texas’ infrastructure. In any event, the pressures
are not likely to abat&?

The findings and recommendations that follow from the first three charges to the NAFTA Committee
comprise a measured response to the effects of NAFTA to the extent that those effects can be isolated
from general economic changes. The Committee received testimony on an extremely broad range of
issueghat shared few common denominators. Perhaps the most encouraging observation over the
Committee’s months of hearings was that communities of every type were actively engaged in solving
the problems they had identified. The recommendations in this report are made in support of those
efforts. However, these recommendations are tactics which deal with details. They are neither
comprehensive nor strategic.

Texas needs a responsive strategy rather than a rigid strategic plan. The globalization of trade will
continue to challenge Texas for better or worse. lItis clear from the increasing rate of change over the
last 30 years that the primary characteristic of future trade and industrialization will be constant change.
No strategic plan will serve Texas unless it is constantly flexible. Because state agency lines and
responsibilitiesire relatively static, the only entities capable of mounting a responsible strategy are the
Legislature and the Governor. Due regard for political reality and human nature argues that both of
these branches of government should be responsible for Texas’ response to globalization. The
separation of powers doctrine prevents the Legislature from dictating the Governor’s response.
Therefore, the Committeecommendation only extends to actions that may be taken by the Legislature;
namely, that th&exas Senate, in conjunction with the House, should establish a joint standing
committee on strategies to address the future impact of NAFTA on Texas.

The NAFTA Committee recommends further that the first task of such a standing committee should be
to refine our understanding of what constitutes an effective response to economic change and the factors

242 Bernard L. Weinstein and Terry L Clower, supate 111.

243 Ray Perryman, “Texas growing trade center,” Wichita Falls Tikegust 30, 1998.
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that will produce the greatest long-term economic benefits to the state’s citizens. An economy has as
many parts as society itself, and the committee’s efforts might easily lose focus without a considered
effort to limit its scope.

The table that follows includes only the Committee recommendations that pertain to infrastructure,
broadly defined awaterial, institutions, or processgsnd divides them into two categories. The first
category ishort term investmentgenerally, infrastructure or other items that require an infusion of
initial capitalization (funds). The second categorlpigy-term investnm@s-generally, changes in
funding formulas, decision processes, or institutions which will either put the border on par with the rest
of the state, or will establish or foster institutions that are needed there. The recommendations are
dividedfurther into unspecialized groups such as infrastructure, education, and “other key areas.”
Areas addressed within these groups include: transportation, water supply, public and higher education,
workforce develoment, health, and small business development.
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Appendix A: Summary of Committee Hearings

The Senate Committee on the North American Free Trade Agreement, or NAFTA, held one
(1) organizational hearing, and six (6) public hearings during the interim. The public hearings
were held in Corpus Christi, Dallas, El Paso, Houston, Mission, and San Antonio pursuant to
the charges directed to the NAFTA Committee by Lt. Governor Bob Bullock. A total of 363
witnesses/participants attended the NAFTA hearings.

Location Serators in Attendance| Number of | Number of
Witnesses | additional
Testifying Participants

Houston Truan, Carona, Gallegos
Ogden, Shapleigh 35 26
El Paso Truan, Carona, Gallegos 46 62
Ogden, Shapleigh
Dallas Truan, Carona, Ogden, 20 21
Shapleigh
Mission Truan, Gallegos, Ogden 39 9
Shapleigh
Corpus Christi | Truan, Carona, Shapleigh 28 29
San Antonio Truan, Carona, Gallegos 25 23

Ogden, Shapleigh

e T he first hearing in the City of Houston

Houston - October 13th 1997 served as the AFTA Committee's

———————  O'aNizational meeting and we also
concentrated onrailroad service problems.

For Texas shippers, the increase in NAFTA trade and the service problems that resulted from
last year's railroad merger combined to create a crisis that puts Texas businesses at a
competitive disadvantage. The rail problems experienced after the Union Pacific merger have
created an economiods of atéast $762million for Texas at the time of this hearing,
according to Dr. Bernard Weinstein of the Center for Economic Development and Research
at the University of North Texas in Denton.

All evidence indicates that our transportation system is fast approaching its limits. In some
markets neither the highway nor the rail system can meet the needs of Texas businesses. Since
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1990, Texas exports to Mexico have risen almost 107percent, while exports to Canada have
risen 119percent. About 80percent of Mexico's trade with the United States and Canada
passes through Texas, and 75percent of that amount travels the 1-35 corridor.

The rail system is at gridlock in Houston, Fort Worth, El Paso, and Corpus Christi. The
highways and trucking companies cannot take up the slack. The life cycle of the highways is
beingreduced while resources for repair dwindle. The Committee is working with the Texas
Railroad Commission and the Texas Department of Transportationto develop a comprehensive
railroad policy for the State of Texas thalt integrate rails with highways for moving freight.

Focusing oiNAFTA's impact on Texas' labor

El Paso - November 13, 1997  force onthe border, the second hearing held in

El Paso was espetia timely given the
announcement by Lewtrauss that it would

close three plants in Texas, including one in El Paso. Thantittee heard testimony
concerningNAFTA's general impact on the El Paso economy including health and human
services, transportation, education, and the environment. The lasting impressibatwas
although Texas as a whole is booming under NAFTA, El Paso had suffered plant closings
resulting in job losses and an adverse economic impact.

Comptroller John Sharp reports that if the Texas border area was a separate state, it would be
the poorest. The U.S. Department of Labor reports that almost 7,000 jobs have been lost in
El Paso since 1994, the first year of NAFTA.

The Texas border is also experiencing serious infrastructure damage because of the increased
highway traffic load due to NAFTA. State transportation funding has not been adequate to
meet the region's growing needs.

NAFTA's impact on Texas small business
was the focus of the North Texas hearing
held in Irving, Texas. Indicatioraxre that
the Dallas/ Fort Worth Metroplex has
benefitted the most in Texas from NAFTA.

Irving, Texas December 10, 1997

According to the U.S. Small Business Administration, 98.9 percent of Texas businesses with
one or more employees are small businesses. In addition, there were 691,000 full time, self-
employed persons in Texas in 1995. Businesses with less than 20 employees represent the
biggest growth sector in our commercial landscape. New small businesses are concentrated
in Dallas/Fort Worth, Houston, and the Central Texas Corridor.
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| N€ ambiguous results of AFTA were
Mission Texas - January 14, 1998 again obvious at ouhearing in the Rio

Grande Valley in the City of Mission,
Texas.

The Committee heard that while many think of NAFTA only in terms of jobs gained or lost,
the effects will soon be much more widespread, ranging from the way schoolchildren are
taught to how trucks are inspected at border crossings. The City of McAllen was recently
named in Forbes Magazine as the ninth fastest growing area in the nation with a 24 percent
increase in jobs during the past five years. Nevertheless, we also heard stories of personal
tragedy, of lifetime jobs beingliminated and faities left without the means to jgport
themselves. Bblic testimony also indicated that downtown businesses were suffering from the
$50 limit on goods purchased in the United States that wassmad by theVexican
Government.

Private sector representatives said that companies are having a tough time finding qualified
employees for newly-created technical and managerial positions. That was echoed by Rio
Grande Valley officials who say their part of the state has been shortchanged when it comes
tojob training programs. All are critical issues, not only for the Rio Grande Valley, but all of
Texas, as the free trade agreement continues to reshape the state and national economy.

The state's minority population, particularly among Hispanics, is booming. Four of the state's
five fastest growing cities are on the Mexican border. If this population is not well-educated,
the state's economy may terailed by a low skilled work force. The quality of the Texas
workforce rests on funding for training, re-training and education programs in South Texas and
the border region.

Environmentatoncerns, including the proposal to designate the Rio Grande as an American
Heritage River were also addressed.

Eeesseeeeeessssssseseeeee———— | e focus of the Corpus Christi hearing was
CoerS Christi - Feb. 10, 1998 the impact of M\FTA on Texas' land and

water ports and their need to adapt to the
increased flow of international shipments.
The Committee received testimony concerning the need and proposals to connect Corpus
Christi, Texas' deepest port, and Laredo, the largest land portin the entire United States. This
relationship will allow both cities and communities in between, to take advantage of the trade
flow and the opportunities it would bring. However, as the Port of Corpus Christi continues
to rely primarily on liquid cargo (90 percent), it is continuing its work to improve highway
accessibility that will increase dry cargo access from the Mexican border and elsewhere.
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The Committee also held a Small Business Roundtable NAFTA discussion the day prior to the
public hearing to help facilitate the local small business community in identifying issues related
to international trade. During the hearing, the Committee heard from many of these same
business people concerning how they have taken advantage of trade opportunities as well as
their suggestions regarding how the State might assist entrepreneurs in obtaining information
on international trade resources, trade leads or access to capital.

e | N€ fiNal public hearing in San Antonio
San Antonio - Apr. 15, 1998 examined the effects of AFTA on San
Antonio. The Comntiee heard testimony
concerningthe the issue of base closures
and realignment. Local representatives gave a summary of a small business roundtable that
was held the previous day in San Antonio that emphasized the need for greater support for
small businesses wishing to become more involved in international trade.

The Committee received additional testimony on international interlocal agreements and the
cross-border trucking provisions. Members of the Committee were provided information on
the International Trade Data System (“ITDS”), which is an inter-agency initiative to improve
the processing of international trade transactions in the United States. Testimony was also
heard from the North American Development Bank (“NADBank”) regarding the status of
recent projects along the Texas-Mexico border. An official from the Board of the Community
Adjustment and Inestment Program (CAIP) addressed the Committee onthe role of the CAIP
and efforts that are underway to assist communities in need.

1998 Senate Interim Committee on the North American Free Trade Agreement
107




Appendix B: List of Witnesses Participating in Committee Hearings
Houston- October 13, 1997

NAFTA's Impact on Transportation
On: Canavati, Jorge (Canavati & Associates), Houston
Daniels, Tom (Synergy International), Long Beach, CA
Horan, John (Port of Houston Authority), Houston
LaRue, John (Port of Corpus Christi), Corpus Christi
Lilly, Susan (Texans for Safe Roads), Austin
Moseley, Jeff (I-35 Corridor Coalition), Carrollton

Registering, but not testifying:
On: Campbell, Richard (Kingsley Group), San Francisco, CA
Gonzales, Timothy (Teamsters), Washington DC
Wattles, Dan (Texas Department of Economic Development), Austin

Written materials submitted:

On: Baquet, Stephen (Synergy International), Tucson, AZ
Burr, Kristine (Director General-Canada's Surface Policy), Ottawa, Cana
Cuellar, Bob (Texas Department of Transportation), Austin
DelLay, Randy (South Texas Border Partnership), Houston
Findeisen, Les (Texas Motor Transportation Association), Austin
Giermanski, Jim (Texas A&M International University), Laredo
Goodhope, Sam (Office of the Attorney General), Austin
Harrison, Rob (University of Texas Center for Transportation Research), Austin
Kollaer, Jim (Greater Houston Partnership), Houston
Leal, Gloria (Texas Department of Insurance), Austin
Mills, Lester Maj. (Texas Department of Public Safety), Austin
Reagan, Dan (Federal Highway Administration), Austin
Riojas, John (Teamsters), Washington DC

Rail service
On: Bird, Ron (Commercial Metals Co.), Dallas

Gamble, Teresa (Shrieve Chemical Co.), The Woodlands
Gomez, Eliseo Jr. (Cemex/ U.S.A.), Houston
Heastie, Joe (Union Pacific Railroad), Omaha, NE
Henneke, Gary (Texas Petrochemicals), Houston
Kapusta, George (Am. Chrome & Chemicals), Corpus Christi
Nix, Rudy (Enterprise Products Co.), Houston
Perry, John R. (The Frito Lay Co.), Plano
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Rodriguez, Pablo (Formosa Plastics/USA), Livingston, NJ
Watts, Patrick (Texas Mexican Railways), Houston
Wieting, Leroy (Wieting Consulting), Portland

Registering, but not testifying:

On: Jones, David (Reynolds Metals Co.), Corpus Christi
Norman, Gary (Union Pacific Railroad), San Antonio
Olson, Ron (Union Pacific Railroad), Austin

Written materials submitted:
On: Artl, Kevin (AmTrak), Chicago, IL
Evans, Bob (NITLeague), Dallas
Roop, Stephen (Texas A&M University-Transportation Institute), College Station
Schieffelbein, Richard (Port of Houston Authority), Houston
Starzel, Robert (Union Pacific Railroad), San Francisco, CA

El Paso-November 13, 1997

Workforce/NAFTA
Registering, but not testifying:
Against: Rogue, Aurelia (self), El Paso

Economic Development/NAFTA
Registering, but not testifying:
On: Escobar, Bonnie (Greater Chamber of Commerce), El Paso
Thomas, Tom (Greater Chamber of Commerce), El Paso
Wes Jurey (Greater Chamber of Commerce), El Paso

Education/NAFTA
On: Finley, Charlsetta (self), El Paso
Riter, Stephen (University of Texas at El Paso, Department of Academic Affairs), El
Paso

Registering, but not testifying:
For: Nevarez, Connie (self), El Paso
On: Ballard, Donna (self), Midland

Written materials submitted:
On: Ramirez, Dr. Raul (El Paso Community College), El Paso

Environment/NAFTA
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Written materials submitted:
On: Silva, Peter (Border Environment Cooperation Commission), El Paso

Spurlock, Michael (Water Utility Public Service Board), El Paso
Vickers, Danny (Paso del Norte Informal College), El Paso
Villa, Hector (self), El Paso

Williams-Yellen, Tracy (self), El Paso

Food safety/NAFTA

Registering, but not testifying:
For: Munoz, Trini (Public Citizen Global Trade/Water), El Paso

Health/NAFTA

For: Elliott, Jamie (self), El Paso
Mares, Andy (Adults & Youth United Development Association), El Paso

Written materials submitted:
For: Peterson, Robert (self), El Paso
Solis, Rene (Young Women's Christian Association), El Paso

On: Coleman, Barry (County Pharmacy Association.), El Paso
Deckert, Myrna (self), El Paso

Housing/NAFTA

Written materials submitted:
For. Garcia, Rose (Collaborative Community Economic Development), El Paso

On: Pacillas, Manny (El Paso Housing Authority), El Paso

Job Training/NAFTA
For: Arellano, Hector (Local Union 583/IBEW), El Paso

On: Aldana, Manny (self), El Paso
Edmonson, John (City of El Paso), El Paso
Finley, Charlsetta (self), El Paso
Glenn, Eric (Texas Workforce Commission), Austin

Registering, but not testifying:
For: Avila, Sonia (Center for Employment Training), El Paso

Nevarez, Connie (self), El Paso
On: Elias, Dr. Lois (self), ElI Paso
Hinde, Father Peter (self), El Paso

Written materials submitted:
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For: Nieto, Anal. (self), El Paso
Romero-Zwezerijnen, Mar (Baker-Darling Training Center), El Paso
On: Arnold, Cindy (La Mujer Obrera), El Paso
Duarte, Emma (self), El Paso
Fernandez, Maria (self), El Paso
Fuller, John (Texas Workforce Commission), Austin
Jones, Larry (Texas Workforce Commission), Austin
McAlmon, George (self), El Paso
Ramirez, Dr. Raul (El Paso Community College), El Paso
Thomas, Tom (Greater Chamber of Commerce), El Paso
Yacono, Joseph (Texas Workforce Commission), Austin

Law Enforcement/NAFTA
For: Ellett, Lt. Jeff (El Paso Police Dept.), El Paso

Written materials submitted:
On: Lizarraga, Marcos (District Attorney's Office), El Paso

NAFTA
On: Holland-Branch, Patricia (Texas Department of Economic Development), El Paso
Martinez, Richard (self), El Paso
Ramirez, Mayor Carlos (City of El Paso), El Paso

Registering, but not testifying:
For: Garcia, Juan (Texas Workforce Commission), Austin
Against: Bowles-Grijalra, Mary (Rio Grande Workers Alliance), El Paso
On: Aguilar Ill, Carlos (self), El Paso
Corral, Elvia (self), El Paso
Llamas, Louis (self), EI Paso
Wattles, Dan (Texas Department of Economic Development), Austin

Written materials submitted:
On: Fero, Kelly (Texas Comptroller's Office), Austin
Fullerton,Dr. Tom (Center for Border Economic Development at the University of
Texas at El Paso), El Paso
Michie, Donald (Border Trade Alliance), El Paso
Reyes, Congressman Silvestre (self), El Paso
Teran, Commissioner Miguel (Precinct 3), El Paso

Retail/NAFTA
On: Oxford, Dave (Finished/Unfinished Furniture), El Paso
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Registering, but not testifying:
On: Rosen, Sig (Rosen's Store for Men), El Paso

Transp./Infrastructure/NAFTA
On: Cuellar, Robert (Texas Department of Transportation), Austin
Sanchez, Eddie (Texas Department of Transportation), El Paso

Written materials submitted:
On: Vickers, Danny (Paso del Norte Informal College), El Paso

Irving- December 10, 1997

Auto salvage
On: England, David (Texas Industrial Auto Resellers), Austin

NAFTA
On: Fittes, Celine (Canadian Consulate General’s Office), Dallas
Registering, but not testifying:
On: Crowley-Martinez, Cindy (Texas Association of Staffing), Dallas
Weaver, Mary (self), Fort Worth

Written materials submitted:
On: Nuno, Denise (Texas Hispanic Business Journal), Dallas

NAFTA & Transportation
On: Moseley, Hon. Jeff (North American SuperHighway Coalition), Denton

Written materials submitted:
For: Weinstein, Dr. Bernard (self), Denton

NAFTA's Impact on Small Business
For: Douglas, Rick (Greater Dallas Chamber of Commerce), Dallas
Hutchison, Robert (self), Dallas
Lopez, Carlos (International Trade Center at the University of Houston), Houston
Martinez, John (Greater Dallas Hispanic Chamber of Commerce), Dallas
Morin, Joe (Texas Association of Mexican-American Chambers of Commerce), Austin

On: Jackson, Kingsley (Copicard Systems, Inc.), Dallas
Pinkus, David (Small Business United/Texas), Austin
Tully, Susan (Texas Department of Economic Development), Austin
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Written materials submitted:
For: Garcia, Heber (Freese and Nichols, Inc), Fort Worth
Payton, Dick (Dal-Matic, Inc.), Dallas

On: Kamm, Bob (Texas Association of Business and Chambers of Commerce), Austin
Keleher, T.H. (Chamber of Commerce), Fort Worth
Parker, Karen (U.S. Department of Commerce), Austin
Velasquez, Robert (Southwest Trade Adjustment Assistance Center at the University
of Texas at San Antonio), San Antonio

Mission, Texas- January 14, 1998

$50 limit
Against: Mansinghani, Suresh (The Gold Factory), McAllen

American Heritage River status
For. Haas, Maurie (Frontera Audubon Society), McAllen
Rubinstein, Carlos (City of Brownsuville), Brownsville
On: Fain, Ty (General Land Office), Austin
Nevarez, Dr. Miguel (University of Texas- Pan Am/President), Edinburg

Written materials submitted:
On: Austin, David (Congressman Silvestre Reyes), El Paso

Housing
On: Clark, Jeff (Texas Department of Housing and Community Affairs), Austin
Guzman, Sam (Texas Department of Housing and Community Affairs), Austin
Limon, Jr. Jesus (Proyecto Azteca), San Juan
Saenz, Jose (Texas Department of Housing and Community Affairs), Edinburg

Written materials submitted:
On: Henneberger, John (Texas Low Income Housing Information Service), Austin
Palacios, Juan (Texas Department of Housing and Community Affairs), Austin

Job training/ Dislocated workers
For: Flaat, Father Bart (Valley Interfaith/VIDA), McAllen
Against: Meza, Enedelia (self), Weslaco

On: Crawford, Harry (Texas Workforce Commission), Austin
Garza, Wanda (Valley Initiative for Development &Advancement), Weslaco
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Glenn, Eric (Texas Workforce Commission), Austin
Sears, Thomas (South Texas Community College), McAllen

Written materials submitted:
Against: Valdez-Cox, Juanita (United Farmworkers), San Juan

On: Yacono, Joseph (Texas Workforce Commission), Austin

NAFTA & Environment/ Nat. Resources

Written materials submitted:
On: Campbell, Mary Lou (Lower Rio Grande Valley Sierra Club), South Padre Island

Cruz, Sharon M. (Los Caminos del Rio/Texas), Laredo

NAFTA & Health
On: Smith, Dr. Brian (Texas Department of Health/Region11 Director), Harlingen

Written materials submitted:

On: Casso, Dr. Ramiro (Self), McAllen
Tupper, Ron (El Milagro Community Clinic), Weslaco

NAFTA & Higher Education
On: Vassberg, Stephen (Texas State Technical College), Harlingen

Written materials submitted:

For: Adams, John (self), Laredo
On: Fatemi, Dr. Khosrow (Texas A&M International University), Laredo

NAFTA & Trade
For: Reyes, Rick (Webb County Commissioner), Laredo
On: Allen,Mike (McAllen Economic Development Corporation/Border Trade Alliance),

McAllen
Olivares, Leo (University of Texas-Pan American’s Center for Local Government),

Edinburg
Tully, Susan (Texas Department of Economic Development), Austin

Written materials submitted:
On: Fatemi, Dr. Khosrow (Texas A&M International University), Laredo

Santos, Emilio D. (Import-Export Produce Association), McAllen

NAFTA & Transportation
For: Reyes, Rick (Webb County Commissioner), Laredo

On: Cantu, Mauricio (Texas Department of Public Safety), Laredo
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Written materials submitted:
For. DelLay, Randy (South Texas Border Partnership), Houston
On: Cuellar, Robert (Texas Department of Transportation), Austin

US Customs & Transportation
Written materials submitted:
On: Guerrero, Jr. Joel (North Texas Export Council), Rio Grande City

Corpus Christi, February 10, 1998

Dislocated Workers/Workforce
On: Garza, Dr. Maria Luisa (Gulf Coast Counsel of La Raza), Corpus Christi

Hinojosa, Walter (AFL-CIO), Austin

Laredo/Corpus Christi Partnership
For: Soto, Armando (Greater Corpus Christi Business Alliance), Corpus Christi
On: Puig, David (Laredo Development Foundation), Laredo

Written materials submitted:
On: Fatemi, Dr. Khosrow (Tx A&M International University), Laredo

NAFTA
For: Acuna Munoz, Lisa (Horton Automatics), Corpus Christi
Beteta, Armando Jr. (NAFTA Center), Dallas
Neal, Mayor Samuel L. (City of Corpus Christi), Corpus Christi
Tamez, Gonzalo (LULAC, Council #1), Corpus Christi
Villarreal, Massey (Tx Association of Mexican American Chambers of Commerce),

Corpus Christi

On: Beteta, Armando Sr. (Consul of Mexico), Corpus Christi
Cazalas, H.C. "Chuck" (CITGO), Corpus Christi
Furgason, Dr. Robert (Tx A&M/Corpus Christi), Corpus Christi
Zepeda, Mike (self), Corpus Christi

Written materials submitted:
For: Bushell, Gary (Greater Corpus Christi Business Alliance), Corpus Christi

Small/International Business
On: Matula, Anne J. (Del Mar College), Corpus Christi
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Small/Minority Business
For: McMurray, Roger (The Advanced Group), Vero Beach, FL
Ortiz, Rudy (Small Business Development Center), Corpus Christi

On: Colmenares, Robert (US Department of Commerce), Corpus Christi
Gonzales, Richard (New America Marketing), Corpus Christi

Transportation
For: DelLay, Randy (South Texas Border Partnership), Houston

On: Cockrill, Gene (Port of Brownsville), Brownsville
Griebel, Tom (Tx Department of Transportation), Austin
Moseley, Joe (Shiner, Moseley & Associates), Corpus Christi
Polinard, George M. (International Longshoremens' Association), Corpus Christi
Williamson, George T. (Port of Houston Authority), Houston

Written materials submitted:
For: Borchard, Judge Richard (Nueces County), Corpus Christi
On: LaRue, John (Port of Corpus Christi), Corpus Christi

San Antonio, April 15, 1998

Base Closures and Realignment
On: Roberson, Paul (Greater Kelly Development Corp.), San Antonio

Border Environmental Cooperation Commission (“BECC”)
Written materials submitted:
On: Silva, Peter (BECC member), El Paso

Border-crossing technologies
On: Giermanski, Dr. Jim (self), Laredo
Lopez, Carlos (Texas Department of Transportation), Austin

Written materials submitted:
For: DelLay, Randy (South Texas Border Partnership), Houston
Ehinger, Robert W. (International Trade Data Systems), Washington DC

On: Mancini, Remo (Canadian Transit Co.), Windsor, Ontario
Milloy, Ross (Austin-San Antonio Corridor Council), San Marcos

Community Adjustment and Investment Program (“CAIP”)
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Written materials submitted:
For: Herrera, Frank (Advisory Committee-CAIP), San Antonio

Interlocal agreements
For: Avila, William T. (self), San Antonio

North American Development Bank (“NADBank”)
Written materials submitted:

On: Miramontes, Victor (NADBank), San Antonio

NAFTA-General

For: Lillenwall, T.G. (Freeport Business Center), San Antonio
Mejia, Fernando (Nuevo Laredo Customs Brokers), Neuvo Laredo, TM
Against: Palmer, John (Teamsters Local #657), Universal City
On: Perez, Patricia (Laredo-US Customs Brokers), Laredo
Spector, Sandra Garza (U.N.L.T.E., AFL-CIO), El Paso
Registering, but not testifying:
On: Tully, Susan (Texas Department of Economic Development), Austin
Wattles, Dan (Texas Department of Economic Development), Austin

Written materials submitted:
For: Farias, Hector (Texas-Mexico Border International Assn), Laredo

NAFTA's Impact on San Antonio
On: Costello, Beth (City of San Antonio), San Antonio
Peak, Mayor Howard (City of San Antonio), San Antonio
Sada, Consul Carlos (Mexican Consulate), San Antonio
Wolff, Nelson (Greater Chamber of Com.), San Antonio

Written materials submitted:

On: Elizondo, Commissioner Paul (Bexar County Commissioners Court), San Antonio
Flores Il, Councilman Roger (San Antonio City Council), San Antonio
Martinez, Jose (Free Trade Alliance), San Antonio

Small Business Perspective

For: Mckinley, Robert (South Texas Border Small Besg1Development Cer), San
Antonio
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Appendix C: List of Texas Border Transportation Consortium
Participants

Participating Members:
Joint Select Committee of the Legislature (chair)
Texas Department of Transportation
Texas Department of Public Safety
Office of the Governor
Office of the Attorney General
Texas Railroad Commission
Texas Department of Insurance
Texas Department of Economic Development

Advisory Group:
TRIBEX Private Sector Participants
Calstart
Signal Processing Systems
Booz, Allen & Hamilton
Lockheed
SAIC
Texas Border Community Representatives
Federal Agencies
U.S. Department of Transportation (Federal Highway Administration)
U.S. Treasury
Customs Service
Border Patrol
Immigration and Naturalization Service
U.S. Department of Agriculture
General Services Administration

Other Private Sector Representatives
Border Trader Alliance
ITS America
American Trucking Association
Texas Motor Transport Association
Union Pacific Railroad
Texas Mexican Railway Company
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